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Announcement 
34-11267 Applications for Relief from Dis- 
qualification 
Relates to applications for re- 
entry into the securities business 
of persons previously barred. 


Enforcement 
LR-6756 US v. Robert S. Trippet, et al. 
John T. Lenoir, former vice- 
president of Home-Stake Pro- 
duction Company pleads guilty 
to conspiracy and to aiding and 
assisting preparation of false in- 
come tax returns. 

SEC v. Hirshfeld Bank of Com- 

merce 
Consent injunction entered. 

US v. Gibbs 
John K. Gibbs indicted for 
criminal contempt of 1973 
court order. 

Brigadoon Scotch Distributors, 

Ltd., et al. 

A final judgment of permanent 
injunction entered on consent 
in case involving offer and sale 
of investment interests scotch 
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whisky and/or rare coin port- 
folios. 

John B. O'Malley, Jr. 
O’Malley found guilty of three 
counts of wire fraud in connec- 
tion with representations regard- 
ing precious metals. 

Martin D. Nass 
Sentenced to two years imprison- 
ment and three years probation. 
On January 14, 1975, Nass had 
pleaded guilty to one count of 
securities fraud and one count 
of interstate transportation of 
a fraudulently obtained bank 
draft. 


Christiana Securities Company 
Opinion and Order denying re- 
hearing and leave to adduce 
additiciial evidence. 


Rule 3a12-5 and Amendments to 
Rule 15c2-5, Adopted 
Rule 3a12-5 will exempt certain 
residential real property securi- 
ties from certain credit provi- 
sions; amendments to Rule 
15c-5 liberalizes certain disclo- 
sure and suitability requirements 
in specified transactions. 
Withdrawal of Proposed Amendment 
to Rules 3c-4, 202-1 and Proposal to 
Rescind Rules 3c-4 and 202-1 (File 
No. 4-149) 
Certain variable life insurance 
separate accounts involved. Com- 
ment period expires March 31, 
1975. 
Notice of Intention to Propose a 
Rule under Section 6(c), Relating 
to Separate Accounts of Life Insur- 
ance Companies Formed to Fund 
Certain Variable Life Insurance 
Contracts (File No. S7-554) 
Relates to separate accounts of 
life insurance companies formed 
to fund certain variable life in- 
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surance contracts. Comment 

period expires April 18, 1975. 
Rule 70 

Comment period extended to 

April 7, 1975. 
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SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11220/January 31, 1975 


NOTICE OF ADOPTION OF RULE 3a12-5 AND AMEND- 
MENTS TO RULE 15c2-5 UNDER THE SECURITIES EX- 
CHANGE ACT OF 1934 (S7-526) 


(Effective Date: March 3, 1975) 


The Securities and Exchange Commission announced today 
the adoption of Rule 3a12-5 under the Securities Exchange 
Act of 1934 (the ““Act’’) which will exempt certain invest- 
ment contract securities involving the direct ownership of 
specified residential real property offered by broker-dealers 
from Sections 7(c) and 11(d)(1) of the Act, subject to cer- 
tain conditions. The Commission also announced the adop- 
tion of amendments to Rule 15c2-5 under the Act which 
have the effect of liberalizing certain disclosure and suitabil- 
ity requirements for broker-dealers in connection with the 
offer or sale of a security involving an extension or arrange- 
ment of credit not subject to Regulation T (12 CFR 220). 
Rule 3a12-5 and the amendments to Rule 15c2-5 are being 
adopted pursuant to Sections 3(a)(12), 7(c), 11(d)(1), 15(c), 
and 23(a) of the Act. The effective date for Rule 3a12-5 and 
the amendments to Rule 15c2-5 is March 3, 1975. 


On June 7, 1974, in Securities Exchange Act Release No. 
10845, the Commission published its proposal to adopt 
Rule 3a12-5. It has considered the comments and views of 
all interested persons concerning this proposal and now 
adopts Rule 3a12-5, and amends Rule 15c2-5, in the form 
set forth below. 


Background 


The rationale behind the adoption of Section 7 of the Act 
was to limit the amount of credit which might be devoted to 
speculation in the securities markets, 1/ to maintain the 
availability of credit for financing local commerce and in- 
dustry, 2/ to prevent undue market volatility by exerting a 
Positive, stabilizing effect on the market, 3/ and to protect 
investors from purchasing on too thin a margin. 4/ 


Section 11(d)(1) was enacted by Congress to prevent ‘‘one 
of the greatest potential evils attributable to the combina- 
tion of the broker and dealer functions in the same person” 
—the extension of credit on new issues by underwriter-brok- 
ers. 5/ This potential conflict of interest so troubled Con- 

. gress that it was ““deemed advisable to include a statutory 
prohibition” 6/ even prior to the completion of a Commis- 
sion study on the advisability and feasibility of segregating 
the functions of the broker and dealer. 7/ 


In response to requests from interested parties, the Commis- 


342/SEC DOCKET 


sion reviewed the impact of Sections 7(c) and 11(d)(1) on 


the sale of certain investment contracts involving resident) 
{I 


real property, such as investment contracts involving the sa 
of a condominium 8/ in light of the statutory purposes of 
those sections. Upon completion of its review, the Commis- 
sion published for comment proposed Rule 3a12-5 under the 
Act. After reviewing the comments received from interested 
parties, it is the view of the Commission that the unique char- 
acteristics of investment contract securities involving the di- 
rect ownership of specified residential real property (particu- 
larly in light of the traditional modes of financing such real 
property and the lack of the secondary trading market there- 
for) make the existence of the concerns addressed by Sec- 
tions 7(c) and 11(d)(1) of the Act ‘unlikely. The Commission 
has determined, therefore, to adopt an exemption from the 
provisions of Sections 7(c) and 11(d)(1) of the Act for the 
arranging of credit by broker-dealers offering such securities, 
subject to certain conditions. 


Based upon its experience and the letters of comment re- 
ceived in response to Securities Exchange Act Release No. 
10845, the Commission has made certain changes in Rule 
3a12-5 as adopted. Additionally, amendments to Rule 15c2-5 
(which is applicable to brokers and dealers offering, inter 
alia, investment contract securities on which they, directly 
or indirectly, arrange for the extension of credit not subject 
to Regulation T) are being adopted today. 


Policy Questions 


The Commission specifically requested comment on two 
policy questions in the context of the offering of residential 
real property investment contract securities: 


(1) Does the lack of a secondary trading market for such in- 
vestment contracts outweigh the prohibition which Congress 
established for the extension or arranging of credit by brok- 
er-dealers for ‘purpose loans” against other than “approved 
collateral”? 


(2) Would permitting the extension or arranging of credit 
by broker-dealers for such investment contracts tend to en- 
courage investment in such securities rather than other types 
of securities and therefore be less likely to ensure a rational 
allocation of capital? 


After carefully reviewing the comments received with respect 
to these two questions, the Commission has concluded that 
the lack of a secondary trading market is a significant factor 
in support of the proposed exemption and that permitting ex- 
tensions of credit pursuant to the terms of the exemption is in 
the public interest and for the protection of investors. 


Direct Interest 


Some commentators questioned whether the conveyance of 
less than a fee simple interest in real property to the pur- 
chaser constituted a direct interest in real property within 
the coverage of the rule. Specific reference was made to long 
term leasehold interests and interests in trusts which are 
offered to purchasers in lieu of a fee simple interest, whether 
because of restrictions under foreign or domestic law regard- 
ing the conveyance of real property or otherwise. 


The Commission has carefully reviewed the question of the 
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application of Rule 3a12-5 to investment contracts involving 
an interest in the real property which is less than a fee. The 
ability of an owner to transfer such an interest, the right to 
receive the proceeds of sale, the incidents of ownership, and, 
most significantly, the willingness of lenders to extend mort- 
gage or similar financing, all support a conclusion that cer- 
tain leasehold interests and beneficial interests in a trust 
should be treated comparably to a fee. Therefore, for pur- 
poses of Rule 3a12-5, the term direct interest has been de- 
fined in subparagraph (b)(2) to include a fee, leasehold inter- 
est, and/or a beneficial interest in a trust which, under appli- 
cable local law, is financed by a loan secured by a mortgage, 
deed of trust, or other similar security interest in real proper- 
ty. 


The Commission has also concluded that indirect interests 
in real property, such as limited partnership interests and in- 
terests in real estate investment trusts, should not be includ- 
ed within the coverage of Rule 3a12-5. These securities 
possess characteristics essentially similar to equity securi- 
ties and can be marketed in small denominations. 


Other Investment Contracts 


In Securities Exchange Act Release No. 10845, the Commis- 
sion also solicited comment on the question of whether the 
coverage of proposed Rule 3a12-5 should be extended to 
investment contract securities that include a direct interest 
in real property other than residential real property. 


After reviewing the comments the Commission has con- 
cluded that Rule 3a12-5 should be limited to investment 
contracts consisting of a direct ownership interest in speci- 
fied residential real property as defined. Adoption of Rule 
3a12-5 will permit the continuation of traditional real es- 
tate financing practices for purchasers of residential real 
property. For purposes of the rule, the term “residential 

real property” is defined in subparagraph (b)(1) as real 
property containing living accommodations, whether used on 
a permanent or transient basis. This definition is not intend- 
ed to impose a requirement upon the purchaser of the invest- 
ment contract that he occupy the premises. 


While the Commission believes that the need for relief from 
the credit restrictions of Sections 7(c) and 11(d)(1) of the 
Act has been demonstrated for residential real property in- 
vestment contracts, no similar need has been presented at 
this time for extending the coverage of the rule to other 
types of investment contracts involving interests in non- 
residential real property and personal property. 


Issuers of non-residential real property and personal proper- 
ty investment contracts and broker-dealers offering such 
contracts for sale to the public are reminded of the adoption 
by the Board of Governors of the Federal Reserve System of 
an amendment to Section 220.6(1.) of Regulation T which 
becomes effective on March 3, 1975. This amendment will 
have the effect of treating the extension of credit on any 
part of an investment contract security as credit on the en- 
tire security and would prohibit broker-dealers from arrang- 
ing for such credit unless collateralized in compliance with 
the requirements of Regulation T. 


Credit Terms 
Subparagraph (a)(3) of proposed Rule 3a12-5 requires that 


the credit be extended by a lender unaffiliated with the 
issuer or the broker-dealer offering these securities. The Com- 
mission believes that the lack of affiliation of the lender is a 
necessary requirement to assure that the financing is based 
upon an independent appraisal of the property and the credit 
worthiness of the borrower. Therefore, the requirement that 
the lender not be in a control relationship with the issuer or 
the selling broker-dealer, or affiliates thereof, has been re- 
tained in the final version of the rule. This is not designed to 
prohibit an ownership interest in a developer/issuer by a 
lender, or vice versa, so long as such interest does not con- 
stitute control. Because the existence of a control relation- 
ship can only be made in light of the specific facts of a partic- 
ular case, such a determination must be made by the issuer, 
the lender, and their counsel. The Commission also believes 
that the unaffiliated lender provision makes unnecessary the 
requirement in subparagraph (a)(2) of the proposed rule 

that the credit must be reasonably related to the current 
market value of the real property. Accordingly, that subpara- 
graph has been deleted. 


The Commission takes the view that traditional real estate 
lending practice—in which the lender assesses and relies on 
the credit worthiness of the purchaser and the security value 
of the underlying real property—should result in prudent 
loans. However, in recognition of the business practice of 
the resort and second-home industry, Rule 3a12-5 will per- 
mit the lender’s security interest to extend to common areas 
and recreational facilities incidental to the residential real 
property investment contract and to uniform furniture pack- 
ages and fixtures if required by the issuer or subject to his 
approval. In addition, a lender will not be precluded from 
protecting his security interest by requiring an assignment 
of rents contingent on default or requiring a guarantor or 
co-signer on the debt obligation provided that the issuer, its 
affiliates, or the broker or dealer offering the securities does 
not guarantee or co-sign the purchaser’s debt obligation. 


Subparagraph (a)(2) of the rule has been revised to avoid a 
possible ambiguity resulting from the requirement that the 
credit be repaid by “regular” payments of principal and in- 
terest. It was not intended that each payment consist of 
equal amounts of principal and interest; this provision has 
been revised therefore to refer to “periodic” payments of 
principal and interest pursuant to a schedule of amortization 
established by the governing instruments. So-called “balloon 
financing”, if extended by an unaffiliated lender and in com- 
pliance with the terms and conditions of Rule 3a12-5, will 
nevertheless be specifically permissible. 


Disclosure and Suitability 


Subparagraphs (b)(1) and (2) of proposed Rule 3a12-5 
would have imposed disclosure and suitability obligations 
upon the person offering these investment contract securi- 
ties. The Commission views disclosure and suitability as a 
necessary and fundamental condition of the exemption for 
the protection of investors. The disclosure and suitability 
standards originally contained in subparagraphs (b)(1) and 
(2) of proposed Rule 3a12-5 have been deleted, however, in 
reliance on the existing obligations of broker-dealers under 
Rule 15c2-5 of the Act, specifically subparagraphs (a)(1) 
and (2) thereunder, to make complete disclosure to, and a 
determination of suitability for, prospective customers to 
whom the broker-dealers offer securities on which they, 
directly or indirectly, arrange for the extension of credit 
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not subject to Regulation T. Subparagraph (a)(1) of Rule 
15c2-5 has been amended by the addition of a proviso to 
permit the delivery of the information required by that sub- 
paragraph in another document, e.g., a prospectus, to satisfy 
the disclosure requirements of that subparagraph. Subpara- 
graph (a)(2) of Rule 15c2-5 has been amended to permit the 
broker-dealer to retain in his files the written basis for his 
suitability determination, rather than delivering this state- 
ment to a customer. However, subparagraph (a)(2) of Rule 
15c2-5 has been amended to make clear that a copy of the 
written basis for the suitability determination made by the 
broker-dealer must be made available to the customer on 
request. 


In order to make clear that, for purposes of Rule 15c2-5, 
credit extended in reliance upon the exemption from Sec- 
tion 7(c) provided by Rule 3a12-5 is not credit “in compli- 
ance with the requirements of” Regulation T, the proviso to 
subparagraph (b) of Rule 15c2-5 has been amended. 


The Commission wishes to emphasize that Rule 3a12-5 is in 
the nature of an experiment and that the activities of per- 
sons seeking to avail themselves of the exemption afforded 
by the rule will be carefully scrutinized to assure that such 
activities are not inconsistent with the public interest and 
provide for the protection of investors. Inasmuch as Rule 3- 
a12-5 is premised, in part, upon the lack of a secondary 
trading market for investment contract securities involving 
the direct ownership of specified residential real property, 
the Commission would reconsider the appropriateness of 
the rule adopted today if secondary trading markets develop 
for these investment contract securities. 


The Commission hereby adopts Rule 3a12-5 and amends 
Rule 15c2-5 pursuant to Sections 3(a)(12), 7(c), 11(d)(1), 
15(c), and 23 (a) of the Securities Exchange Act of 1934, 
as amended. The Commission has determined that because: 
(1) the proposal to adopt Rule 3a12-5 has been exposed for 
public comment since June 7, 1974; and (2) the amend- 
ments to Rule 15c2-5 relieve a restriction within the mean- 
ing of the Administrative Procedure Act, 5 U.S.C. 553(d), 
additional public comment is not necessary and there is 
good cause to, and the Commission hereby does, declare 
Rule 3a12-5 and the amendments to Rule 15c2-5 effective 
on March 3, 1975. The full text cf Rule 3a12-5 and Rule 
15c2-5 (amendments underscored; deletions bracketed) is 
attached hereto: 


Rule 3a12-5: Exemption of Certain Investment Contract 
Securities From Sections 7(c) and 11(d)(1) 


(a) An investment contract security involving the direct 
ownership of specified residential real property shall be 
exempted from the provisions of Sections 7(c) and 11(d)(1) 
of the Act with respect to any transaction by a broker or 
dealer who, directly or indirectly, arranges for the extension 
or maintenance of credit on the security to or from a cus- 
tomer, if the credit: 


(1) is secured by a lien, mortgage, deed of trust, or any 
other similar security interest related only to real property; 
Provided, however, That this provision shall not prevent a 
lender from requiring (i) a security interest in the common 
areas and recreational facilities or furniture and fixtures in- 
cidental to the investment contract if the purchase of such 


344/SEC DOCKET 


furniture and fixtures is required by, or subject to the approv. 
al of, the issuer, as a condition of purchase; or (ii) an assign- 
ment of future rentals in the event of default by the pur- 
chaser or a co-signer or guarantor on the debt obligation 
other than the issuer, its affiliates, or any broker or dealer 
offering such securities; 


(2) is to be repaid by periodic payments of principal and 
interest pursuant to an amortization schedule established by 
the governing instruments; Provided, however, That this pro- 
vision shall not prevent the extension of credit on terms 
which require the payment of interest only, if extended in 
compliance with the other provisions of this rule; and 


(3) is extended by a lender which is not, directly or indirect- 
ly controlling, controlled by, or under common control with 
the broker or dealer or the issuer of the securities or affili- 
ates thereof. 


(b) For purposes of this rule: 


(1) “residential real property” shall mean real property con- 
taining living accommodations, whether used on a perma- 
nent or transient basis, and may include furniture or fixtures 
if required as a condition of pruchase of the investment con- 
tract or if subject to the approval of the issuer. 


(2) “direct ownership” shall mean ownership of a fee or, 
leasehold estate or a beneficial interest in a trust the pur- 
chase of which, under applicable local law, is financed and 
secured by a security interest therein similar to a mortgage 
or deed of trust, but it shall not include an interest in a real 
extate investment trust, an interest in a general or limited 
partnership, or similar indirect interest in the ownership of 
real property. 


Rule 15c2-5: Disclosure and Other Requirements when 
Extending or Arranging Credit in Certain 
Transactions 


(a) It shall constitute a “fraudulent, deceptive, or manipu- 
lative act or practice’ as used in section 15(c)(2) of the Act 
for any broker or dealer to offer or sell any security to, or 
to attempt to induce the purchase of any security by, any 
person, in connection with which such broker or dealer, 
directly or indirectly offers to extend any credit to or to 
arrange any loan for such person, or extends to or partici- 
pates in arranging any loan for such person, unless such 
broker or dealer, before any purchase, loan or other related 
element of the transaction is entered into: 


(1) Delivers to such person a written statement setting 
forth the exact nature and extent of (i) such person’s obli- 
gations under the particular loan arrangement, including, 
among other things, the specific charges which such person 
will incur under such loan in each period during which the 
loan may continue or be extended, (ii) the risks and disad- 
vantages which such person will incur in the entire transac- 
tion, including the loan arrangement, (iii) all commissions, 
discounts, and other remuneration received and to be re- 
ceived, in connection with the entire transaction including 
the loan arrangement, by the broker or dealer, by any per- 
son controlling, controlled by, or under common control 
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with the broker or dealer, and by any other person partici- 
pating in the transaction; Provided, however, That the brok- 
er or dealer shall be deemed to be in compliance with this 
subparagraph if the customer, before any purchase, loan, 

or other related element of the transaction is entered into 

in a manner legally binding upon the customer, receives a 
statement from the lender, or receives a prospectus or offer- 
ing circular from the broker or dealer, which statement, 
prospectus or offering circular contains the information 
required by this subparagraph; and 


(2) Obtains from such person information concerning his 
financial situation and needs, reasonably determines that 
the entire transaction, including the loan arrangement, is 
suitable for such person, and [delivers to such person] 
retains in his files a written statement setting forth the 

basis upon which the broker or dealer made such determina- 
tion [.] ; Provided, however, That the written statement re- 
ferred to in this subparagraph must be made available to the 
customer on request. 


(b) This section shall not apply to any credit extended or 
any loan arranged by any broker or dealer subject to the 
provisions of Regulation T (issued by the Board of Govern- 
ors of the Federal Reserve System) if such credit is extend- 
ed or such loan is arranged, in compliance with the require- 
ments of such regulation, only for the purpose of purchasing 
or carrying the security offered or sold: Provided, however, 
That notwithstanding this paragraph, the provisions of para- 
graph (a) shall apply in full force with respect to any trans- 
action involving the extension of or arrangement for credit 
by a broker or dealer (/) in a special insurance premium fund- 
ing account within the meaning of Section 4(k) of Regulation 
T or (ii) in compliance with the terms of Rule 3a12-5. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


/ H.R. Rep. No. 1383, 73d Cong., 2d Sess. 8 (1934). 
Id. 


— 


Im 


3/ S. Rep. No. 792, 73d Cong., 2d Sess. 8 (1934). 


4/ Id. at 3; S. Rep. No. 1455, 73d Cong., 2d Sess. 11 
(1934). 


5/ H.R. Rep. No. 1383, 73d Cong., 2d Sess. 22 (1934). 
6/ S. Rep. No. 792, 73d Cong., 2d Sess. 12 (1934). 


7/ Pursuant to Section 11(e) of the Securities Exchange 
Act, the Commission conducted a study of the abuses con- 
nected with, among other things, the combination of under- 
writer-broker and participating broker-dealer functions but 
did not recommend the segregation of such functions. Se- 
curities and Exchange Commission, Study of the Feasibility 
and Advisability of the Complete Segregation of the Func- 
tions of Dealer and Brokers, 43-45, 109 (1936). 


8/ See Securities Act Release No. 5347 (Jan.4, 1973). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11264/February 21, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of the 
over-the-counter trading in the common stock of Polaris 
Mining Company (“Polaris’’), a Utah corporation located in 
Lakewood, Colorado, for the ten-day period commencing 
at 1:30 p.m. (EST) on February 21, 1975 and terminating 
at midnight (EST) on March 2, 1975. 


The suspension was initiated because of the unavailability of 
current accurate information available to the public concern- 
ing the financial condition and assets of Polaris. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, no 
quotation may be entered, trades consummated or orders 
solicited unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
a question as to whether or not he has complied with said 
rule, he should not enter any quotation or engage in any 
transaction but should immediately contact the Securities 
and Exchange Commission, Division of Enforcement, in 
Washington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations or engaging in other activities relating 
to the securities in question until such time as he has 
familiarized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer enters 
any quotation or engages in any transaction which is in vio- 
lation of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11265/February 26, 1975 


An order has been issued granting the application of the 
New York Stock Exchange, Inc. to strike from listing and 
registration the common stock and Series A 5% preferred 
stock ($100 par) of Chicago and North Western Railway 
Company (name changes to Northwest Chemco, Inc. on 
June 5, 1972). The company has less than 1.615 shares of 
common stock and 842 shares of preferred stock in public 
hands as a result of an exchange offer made by Northwest 
Industries, Inc. which expired on April 1, 1968." 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11266/February 26, 1975 


Admin. Proc. File No. 3-4589 
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In the Matter of 


HONEYWELL OVERSEAS FINANCE COMPANY 
(File No. 81-166) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an order 
granting the application of Honeywell Overseas Finance 
Company (“Company”), a Delaware corporation, pursuant 
to Section 12(h) of the Securities Exchange Act of 1934, as 
amended (the “Act’’) for an exemption from the provisions 
of Section 13 of the Act. 


It appeared to the Commission that the requested exemp- 
tion is not inconsistent with the public interest or protec- 
tion of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11267/February 26, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8689/February 26, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 438/February 26, 1975 


APPLICATIONS FOR RELIEF FROM DISQUALIFICA- 
TION 


In the past the Commission has sometimes, in its discre- 
tion, granted applications for readmission to the securities 
business by individuals or firms it has previously barred 
from the securities business or some aspects thereof pursu- 
ant to statutory authority. 1/ The Commission recognizes 
that situations may exist where, in light of changed circum- 
stances and after the passage of a period of time, it may 
appear appropriate to the Commission, in its discretion, to 
permit a disqualified individual or firm to have the disquali- 
fication lifted if, in general, the applicant can make a 
showing satisfactory to the Commission that re-entry into 
the securities business would be consistent with the public 
interest. 2/ 


In exercising its discretion in this regard, the Commission 
will consider, among other things: 


(a) The period of time which has elapsed since the disquali- 
fication was entered. 


(b) The nature of the findings that resulted in the disquali- 
fication. This is necessarily given great weight in view of 

the Commission’s duties to protect the public interest and 
investors. It should be pointed out that, in this connection, 
the Commission does not permit its findings or those of any 
other adjudicatory body upon which the disqualification 
was based to be reargued or collaterally attacked in the ap- 
plication. 3/ 


(c) The applicant’s attempts to undo any injury resulting 
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from his prior misconduct. The Commission is likely to be 
more inclined to grant an application where restitution or 
other appropriate action was taken by the applicant to re- 
compense persons who may have been injured by the Appli- 
cant’s conduct. 


(d) The applicant’s compliance with the disqualification 
order subsequent to its entry and the nature of the appli- 
cant’s overall conduct during this period. In this regard, the 
application should specify the nature of the employment 

of the applicant during the period subsequent to his disqual- 
ification and should contain affidavits of persons who can 
attest to his employment and conduct. 


(e) The type and nature of the applicant's prospective 
duties. In the case of an individual the Commission will con- 
sider the extent and adequacy of supervision should the dis- 
qualification be removed. In this regard, evidence as to the 
competence of the supervisory individuals and firm, as 
demonstrated by their prior experience and performance, 
may be significant. Often, the Commission will require that 
readmission be in a non-supervisory capacity only and may 
impose other appropriate conditions or limitations. 4/ 


(f) Any other factors which the Commission in its discre- 
tion may deem pertinent. 


The Commission may also, in its discretion, seek additional 
information concerning the applicant by conducting an in- 
vestigation or by obtaining the views of interested third 
parties, including those affected by the applicant's prior 
misconduct. 


Generally, any disqualified individual or firm desiring to 
apply for re-entry into the securities business either with or 
as a member of a registered national securities association 
should comply with the procedures prescribed in Securities 
Exchange Act Rule 15Ab-1, 17 CFR 240.15Ab-1. Any dis- 
qualified individual or firm seeking to become registered as 
or associated with a SECO broker or dealer, generally should 
comply with the procedures set forth in the Securities Ex- 
change Act Rule 15b8-2, 17 CFR 240.15b8-2. 


However, when the Commission issues an order pursuant 
to an administrative proceeding which specifically provides 
that an application for re-entry may be made after a cer- 
tain time, the applicant may apply directly to the Commis- 
sion. When hereafter the Commission specifies a date after 
which such application may be made, the Commission upon 
a proper showing will generally act favorably upon the ap- 
plication (unless the party has been otherwise advised). 


An application for registration by an investment adviser 
previously disqualified under Section 203(e) of the Invest- 
ment Advisers Act of 1940, 15 U.S.C. 80b-3(e), or by an 
investment adviser who seeks to employ an individual dis- 
qualified under Section 203(f) of the Act, 15 U.S.C. 80b-3 
(f), should be filed pursuant to Rule 203-1 thereunder, 17 
CFR 275.203-1. The Commission would normally deem 
adequate an application which substantially complies with 
the procedures set forth in Securities Exchange Act Rule 
15Ab-1 for removal of a disqualification imposed pursuant 
to Section 9(b) of the Investment Company Act of 1940, 
15 U.S.C. 80a-9(b). 


By the Commission. 


(| 
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George A. Fitzsimmons 
Secretary 


1/ Section 15(b)(8) of the Securities Exchange Act of 1934, 
15 U.S.C. 780 (b) (8), authorizes the Commission to prescribe 
“such specified and appropriate standards with respect to 
training, experience, and such other qualifications as the 
Commission finds necessary or desirable” for any broker or 
dealer registered under Section 15 of that act who is not a 
member of a national securities association registered under 
Section 15A of the Act (“SECO broker or dealers’’). The 
following provisions, additionally, authorize the Commis- 
sion, after appropriate notice and opportunity for hearing, 
to censure, bar, or suspend an individual or firm from par- 
ticipating in the securities business or some aspect thereof: 
Sections 15(b)(5), 15(b)(7), 15A(1)(2), and 19(a)(3) of the 
Secatities Exchange Act of 1934, 15 U.S.C. 780 (b)(5), 

780 (b)(7), 780.3(1)(2), and 78s(a)(3); Section 9(b) of the 
Investment Company Act of 1940, 15 U.S.C. 80a-9(b); and 
Section 203(e) and 203(f) of the Investment Advisers Act 

of 1940, 15 U.S.C. 80b-3(e) and 80b-3(f). 


2/ It should be noted that, in the case of a disqualified in- 
dividual seeking to become employed by a broker or dealer, 
once such relief from disqualification has been granted by 
the Commission the bar is removed only so long as the in- 
dividual applicant remains in the employ of the firm in the 
capacity and under the supervision specified in the applica- 
tion. In the event the firm thereafter seeks to change either 
the nature of such employment or the degree of supervision 
the firm must obtain further Commission approval. More- 
over, if the individual seeks employment with another 
broker or dealer, both the individual and the new firm em- 
ployer must submit a new application and again obtain Com- 
mission approval of such new employment prior to the in- 
dividual assuming any responsibilities. 


3/ This is also true in the case of an applicant who has pre- 
viously consented to the entry of a permanent injunction 
without admitting or denying the facts set forth in the com- 
plaint. 


4/ \n the case of an individual seeking to re-enter the se- 
curities business as a sole proprietor, evidence demonstrating 
the extent and adequacy of a prospective employer's super- 
vision would be non existent. In this connection, however, 

it should be noted that the applicant bears the burden of 
demonstrating to the Commission’s satisfaction that remov- 
al of the disqualification in order to permit re-entry into the 
securities business as a sole proprietor would be consistent 
with the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11268/February 28, 1975 


Admin. Proc. File No. 3-4596 
In the Matter of 


FAMILY LIFE INSURANCE COMPANY 
| File No. 81-167 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an order 
granting the application of Family Life Insurance Company 
(“Family”) a Washington corporation, pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as amended 
(“the Act”) for an exemption from the provisions of Section 
15(d) of the Act. The order is subject to the condition and 
will remain in effect so long as each class of Family's securi- 
ties has fewer than 300 holders of record. 


It appears to the Commission that the exemption is not in- 
consistent with the public interest or the protection of 
investors since Family has only one record holder of its 
common stock and since a trading market does not exist 
for Family’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11269/February 28, 1975 


Admin. Proc. File No. 3-4170 
In the Matter of 


LEONARD MARANS 
85-15 Main Street 
Briarwood, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


Leonard Marans, who was a vice-president of Flaks, Zaslow 
& Co., Inc. (““Flaks”’), formerly a registered broker-dealer, 1/ 
has submitted an offer of settlement which the Commission 
has determined to accept. Solely for the purpose of settling 
these proceedings, and without admitting or denying the 
allegations in the order for proceedings, respondent con- 
sents to certain findings of misconduct and to imposition 

of a specified sanction. 


On the basis of the offer of settlement and the order for 
proceedings, it is found that, during the period from about 
September to November 1972: 2/ 


1. Respondent willfully violated Section 17(a) of the Se- 
curities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in connection with a public offering 
of common stock of Monarch General, Inc., of which Flaks 
was co-underwriter, and transactions in the common 

stocks of Monarch, Econetics, Inc. and Faraday Labora- 
tories, Inc. In order to obtain Monarch shares at the offering 
price of $5 per share, customers were required to purchase 
Monarch shares in the aftermarket, or to purchase shares of 
Econetics or Faraday. Thereafter, a series of transactions 
was effected in Monarch stock to raise and maintain its 
price artificially, and the stock was sold at excessive and 
unreasonable prices. Salesmen were paid exceptionally high 
commissions to induce them to buy or sell Monarch, Econ- 
etics and Faraday stocks for their customers as Flaks’ inter- 
ests dictated, and customers were not informed of such com- 
missions. In addition, material misstatements were made in 
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the Monarch prospectus and otherwise concerning the man- 
ner and method of the Monarch distribution, the existence 
of a bona fide independent market for Monarch stock, 
prospective increases in its price, the arbitrary nature of the 
price at which it was offered in the aftermarket, the demand 
for the stock and the availability of shares remaining to be 
sold at the public offering price. 


2. Respondent willfully aided and abetted violations of Sec- 
tion 15(c)(1) of the Exchange Act and Rule 15c1-8 there- 
under in that, while participating and financially interested 
in a distribution of Monarch securities, Flaks represented to 
customers that those securities were being offered “‘at the 
market” without having reasonable grounds to believe that 
a market for such securities existed other than that made or 
controlled by itself and others acting in concert with it. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that Leonard Marans be, and 
he hereby is, suspended from association with any broker- 
dealer, investment adviser or investment company for 12 
months, and barred thereafter from any such association 
except in a non-supervisory and non-proprietary capacity. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Flaks consented to revocation of its broker-dealer regis- 
tration in these proceedings. Securities Exchange Act Re- 
lease No. 10308 (July 30, 1973), 2 SEC Docket 221. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11270/February 28, 1975 


An order has been issued granting the application of the 
following stock exchanges for unlisted trading privileges in 
the common stock and other specified securities of the 
specified companies: 


Boston Stock Exchange 
The El Paso Company 
Sony Corporation (American shares) 


Detroit Stock Exchange 
*Clorox Company (The) 
National Airlines, Inc. 
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Admin. Proc. File No. 3-4506 
In the Matter of fM 


STERLING, GRACE & CO., INC. 
39 Broadway 
New York, New York 


(8-16512) 
FINDINGS AND ORDER OF CENSURE 


In these remedial proceedings under the Securities Exchange 
Act, Sterling, Grace & Co., Inc., a registered broker-dealer, 
has submitted an offer of settlement which the Commission 
has determined to accept. Solely for thepurpose of these pro- 
ceedings or any other proceedings pursuant to specified pro- 
visions of the Exchange Act, and without admitting or deny- 
ing the allegations in the order for proceedings, respondent 
consents to the findings and the sanction set forth below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period from June to 
November 1972, respondent willfully violated or willfully 
aided and abetted violations of Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange ‘Act and Rule 
10b-5 thereunder, and willfully aided and abetted viola- 

tions of Sections 5(b), 7 and 10 of the Securities Act. Offers 
and sales of SaCom stock were made pursuant to a registra- 
tion statement which recited that respondent, a member of 
the underwriting group, had agreed to purchase 8,500 

shares whereas, in fact, it had an understanding with the 
managing underwriter that it would not be required to hon- ¢) 
or its commitment to purchase such shares. And SaCom } 
stock was delivered after sale without its being accompanied 
or preceded by a prospectus meeting the requirements of 
Section 10(a) of the Securities Act. 1/ 


In view of the foregoing, it is in the public interest to impose 
the sanction specified in the offer of settlement. 


Accordingly, IT IS ORDERED that Sterling, Grace & Co., 
Inc. be, and it hereby is, censured. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 
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In the Matter of 


NORTHEAST UTILITIES 

WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Selden Street 
Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue 
Wethersfield, Connecticut 06109 


(70-5612) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL 
PAPER TO DEALERS, EXCEPTION FROM COMPETI- 
TIVE BIDDING, AND CAPITAL CONTRIBUTIONS 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“NU”), a registered holding company, The Connecticut 
Light and Power Company (“CL&P”), The Hartford Elec- 
tric Light Company (“HELCO”), and Western Massachusetts 
Electric Company (“WMECO”), each a wholly-owned elec- 
tric utility subsidiary company of NU, have filed a declara- 
tion and an amendment thereto with this Commission 
pursuant to the Public L'tility Holding Company Act of 
1935 (“Act”), designating Sections 6, 7, and 12(b) of the 
Act and Rules 45 and 50(a)(5) promulgated thereunder as 
applicable to the following proposed transactions. All in- 
terested persons are referred to the declaration, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


Declarants each propose to issue, from time to time until 
March 31, 1976, short-term notes to banks (to be named) 
and commercial paper to dealers in commercial paper. It is 
also stated that declarants contemplate the possible estab- 
lishment of credit lines with insurance companies for short- 
term borrowings which, if formalized, will be the subject of 
an amendment to the declaration. The aggregate amount of 
all such short-term indebtedness at any time outstanding, 
whether issued to banks, to a dealer in commercial paper, 
or otherwise, will not exceed $175,000,000 in the case of 
NU, and in the cases of CL&P, HELCO, and WMECO aggre- 
gate amounts of $168,000,000, $106,000,000, and $63,- 
000,000, respectively. By order dated December 11, 1973 
(HCAR No. 18213), the Commission authorized and pre- 
ferred shareholders subsequently approved CL&P, HELCO, 
and WMECO to continue, for a 5-year period, their existing 
authorizations to incur short-term indebtedness in an amount 
up to but not exceeding 20% of their respective capitaliza- 
tions. 


Declarants propose to renew and extend any notes so issued 
or to refund them with other similar notes issued to banks 
or to dealers in commercial paper and to issue and sell addi- 
tional short-term notes (and to renew such notes) from time 
to time to meet portions of their capital requirements; pro- 
vided, however, that the aggregate amount of all such notes 
of each declarant at any one time outstanding, including 
notes issued both before and after March 31, 1975, will at 





no time exceed the amount set forth above for each declar- 
ant. 


The notes to be issued to banks will each be dated as of the 
date of issue (no later than March 31, 1976), will have maxi- 
mum maturity dates of nine months with right of renewal, 
will bear interest at a rate per annum not in excess of the 
prime rate or the prime rate plus a fraction thereof, and will 
be subject to prepayment at any time at each company’s 
option without premium. 


The declarants have credit lines with forty-nine banks sub- 
ject in most cases to commitment fees and/or compensating 
balance requirements. Generally, compensating balances 
ranging from 10%-20% of credit lines are required. Based 
upon a 9% prime interest rate, a 10%-20% compensating 
balance will result in an effective cost of borrowing of 10.00- 
11.25% per annum. 


Commercial paper will be issued and sold by each declarant 
in the form of short-term promissory notes in varying de- 
nominations of not less than $50,000 and not more than 
$1,000,000, bearing varying maturities of not more than 
270 days after date of issue and not subject to repayment 
prior to maturity. The commercial paper will be sold direct- 
ly to dealers in commercial paper (Lehman Commercial 
Paper, Incorporated, in the case of NU and WMECO, and 

A. G. Becker & Co., Incorporated, in the case of CL&P and 
HELCO) at the discount rate per annum prevailing at the 
date of issuance for commercial paper of comparable quality 
and like maturity sold by public-utility issuers to commercial 
paper dealers. No commercial paper shall be issued having a 
maturity of more than 90 days at an effective interest cost 
to the declarants which exceeds the prime commercial bank 
rate at which they could borrow from banks. No commis- 
sion or fee will be payable in connection with the issuance 
and sale of the commercial paper. The purchasing dealer, 

as principal, will reoffer the commercial paper to institution- 
al investors at a discount not to exceed 1/8 of 1% per annum 
less than the prevailing discount rate available to declarants 
in such manner as nct to constitute a public offering. The 
commercial paper will be reoffered to not more than 200 
identified and designated commercial and institutional cus- 
tomers in a nonpublic list prepared for each declarant in ad- 
vance by the purchasing dealer, and furnished to the Com- 
mission either by each declarant or the commercial paper 
dealer. No additions will be made to this customer list. It 

is anticipated that the commercial paper will be held by cus- 
tomers to maturity, but, if such customers desire to resell 
prior to maturity, the purchasing dealer, pursuant to a 
verbal repurchase agreement, will repurchase the commercial 
paper and reoffer the same only to others on the list. 


The funds to be derived by NU from the issuance and sale 
of the bank notes and the commercial paper will be applied 
(i) to make capital contributions and/or open account ad- 
vances during the period from April 1, 1975, to March 31, 
1976, to CL&P, HELCO, WMECO, and Northeast Nuclear 
Energy Company (“NNEC”), formerly The Millstone Point 
Company, all of which are electric utility subsidiaries of NU, 
in amounts not to exceed $55,000,000, $35,000,000, 
$30,000,000, and $10,000,000, respectively, (ii) to make 
open account advances during 1975 and up to March 31, 
1976, to The Quinnehtuck Company and to Holyoke Water 
Power Company, both wholly-owned subsidiaries of NU, 
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in amounts not to exceed $1,000,000 and $4,000,000, re- 
spectively, and (iii) to supply funds as needed to other sub- 
sidiary companies as heretofore or hereafter authorized by 
the Cammiission. All capital contributions to subsidiaries 
will be credited to their capital surplus accounts. CL&P, 
HELCO, and WMECO will apply such contributions, togeth- 
er with other funds available to them, to finance their 1975 
construction programs. The total estimated construction 
expenditures of CL&P, HELCO, and WMECO for 1975 are 
$148,000,000, $64,900,000, and $48,100,000, respectively. 
NNEC will apply such contribution, together with other 
funds available to it, for nuclear fuel financing during 1975. 
Total expenditures for nuclear fuel in 1975 are estimated to 
be $48,000,000. The funds to be derived by GL&P, HELCO, 
and WMECO from the issuance and sale of the bank notes 
and commercial paper will also be applied, together with 
other funds available to these companies, to finance their 
respective construction expenditures in 1975 and 1976. 


It is stated that NU will not necessarily apply all or any part 
of the proceeds of any sale of its common shares prior to 
March 31, 1976, to the reduction of its outstanding short- 
term borrowings and that CL&P, HELCO, and WMECO will 
not necessarily apply all or any part of the net proceeds of 
any long-term financing to the repayment or reduction of 
their short-term notes. Any bank notes or commercial paper 
of NU, CL&P, HELCO, and WMECO outstanding at March 
31, 1976, will be repaid from internal cash resources or from 
the proceeds of long-term debt or equity financing. 


Declarants request exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
the commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite competi- 
tive bids for commercial paper and that current rates for 
commercial paper for prime borrowers such as the declar- 
ants are published daily in financial publications. Declarants 
also request authority to file certificates of notification 
under Rule 24 with respect to the issue and sale of commer- 
cial paper within 30 days after the end of each calendar 
quarter. 


It is stated that no State or Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. There are no fees or expenses to be incurred in con- 
nection with the proposed transactions, except incidental 
services estimated at $500 in the case of each declarant to 
be performed at cost by Northeast Utilities Service Com- 
pany, an affiliated service compahy. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 17, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the declarants at the above- 
stated addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as amended or as it may be further amended, may be 
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permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 

or the Commission may grant exemption from such rules as * | 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18826/February 21, 1975 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S. W. 
Canton, Ohio 44702 


(70-5618) 
NOTICE REGARDING SALE OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that Ohio Power Company it 
(“Ohio”), an electric utility subsidiary company of Ameri- 
can Electric Power Company, Inc., (“AEP”), a registered 
holding company, has filed a declaration with this Commis- 
sion pursuant to the Public Utility Holding Company Act 
of 1935 (“Act’’), designating Section 12(d) of the Act and 
Rule 44 promulgated thereunder as applicable to the pro- 
posed transaction. All interested persons are referred to the 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


Ohio proposes to sell to Stone Container Corporation 
(“Stone”), which is not affiliated with either Ohio or AEP, 

a certain transformer and related equipment and facilities 
located in place on Stone’s property in the city of Coshocton, 
Ohio. These facilities were constructed by Ohio for the 

sole purpose of serving Stone. Stone desires to purchase 
these facilities in order to take advantage of a lower rate 
schedule for an anticipated increase in electric consumption. 


The sale involves a 12/16/20 MVA, 69/12/4KV 3 phase 
transformer and pertinent structures, fencing switches, 
lightning arrester, and related equipment and facilities. 
The selling price will be $110,755. The original installed 
cost of these facilities was $117,862, and the original cost 
less book depreciation is $95,645. 


The fees and expenses to be incurred by Ohio or AEP in 
connection with the proposed transaction are estimated at 
$2,300. It is stated that no state commission and no fed- 

eral commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. vy) 








ston, 





NOTICE IS FURTHER GIVEN that any interested per- 

son may, not later than March 14, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as filed or 
as it may be amended, may be permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18827/February 24, 1975 


In the Matter of 


T. W. PHILLIPS GAS AND OIL COMPANY 
Butler, Pennsylvania 


(31-748) (70-5611) 


ORDER GRANTING INTRASTATE EXEMPTION 
UNDER SECTION 3(a)(1) 


T. W. Phillips Gas and Oil Company (“Phillips”), a gas util- 
ity company, has filed with this Commission an application, 
and an amendment thereto, pursuant to Sections 3(a), 9(a) 
(2), 9(b)(2), and 10 of the Public Utility Holding Company 
Act of 1935 (““Act’’) as applicable to the proposed trans- 
action. 


Phillips, a Pennsylvania corporation, is a privately owned, 
integrated gas utility company. All of the utility assets, bus- 
iness'and operations now owned by Phillips are located in 
the State of Pennsylvania. Phillips produces, purchases, dis- 
tributes and sells natural gas to the public in various com- 
munities located in seven contiguous counties in western 
Pennsylvania, and produces gas in two other adjacent 
counties. As of December 31, 1974, Phillips had 46,524 
customers of which 43,302 were residential, 2,555 were 
commercial, 50 were industrial, 10 were public utilities, 
and 607 other. During the calendar year 1974, Phillips dis- 
tributed 9,414,818 Mcf. of natural gas at retail to resi- 
dential and commercial customers, 8,565,477 Mcf. to 


industrial consumers in Pennsylvania for their own use, and 
327,116 Mcf. to other gas utility companies for resale in 
Pennsylvania. 


Phillips presently has three subsidiary companies. Two of the 
subsidiaries, Castle, Incorporated and PIRECO INC., do not 
sell natural gas at retail or to Phillips or any of Phillips’ sub- 
sidiaries. The third subsidiary, Acme Natural Gas Co. 
(“Acme”), is incorporated under the laws of Pennsylvania 
and is engaged in the business of purchasing natural gas from 
a non-affiliated pipeline company for delivery and sale to 
two industrial consumers for their own use in Pennsylvania. 
The balance of any gas not required by Acme’s industrial 
customers is sold to Phillips for resale in Pennsylvania. Dur- 
ing 1974, Acme sold 5,863,351 Mcf. of natural gas to its in- 
dustrial customers and a total of 314,624 Mcf. to Phillips. 
The certificate of public convenience issued by the Pennsyl- 
vania Public Utility Commission (“Pennsylvania PUC”’) 
authorizes Acme to furnish service to its two industrial 
customers and to no one else, including any residential or 
commercial customers. 


Phillips now contemplates organizing a new subsidiary (“Gas 
Utility Subsidiary’) and to acquire securities of the Gas 
Utility Subsidiary in consideration of the transfer by Phillips 
of all its gas utility assets and business to (and assumption of 
related liabilities by) the Gas Utility Subsidiary. The Gas 
Utility Subsidiary will be organized as a Pennsylvania cor- 
poration, and will be a wholly-owned subsidiary of Phillips. 
The Gas Utility Subsidiary will employ Phillips’ present facil- 
ities to continue the service of natural gas to the public in 
the territory now being served by Phillips without change 

in the nature or character of such service. The Gas Utility 
Subsidiary will be subject to regulation by the Pennsylvania 
PUC to the same extent as Phillips is at present, and will file 
a supplement adopting Phillips’ existing tariff of rates and 
terms of service in Phillips’ present territory. 


To effectuate the foregoing transaction, the Gas Utility Sub- 
sidiary will issue to Phillips 50,000 shares of its common 
stock (par value $100 per share) and $15,000,000 aggregate 
principal amount of its 11% sinking fund debentures due 
1982, in consideration for the transfer by Phillips to the Gas 
Utility Subsidiary of all of Phillips’ gas utility assets and the 
assumption by the Gas Utility Subsidiary of the related 
liabilities. The utility assets to be transferred will have a net 
book value of approximately $36,700,000. 


Upon consummation of the contemplated reorganization, 
Phillips will be a holding company within the meaning of 
the Act. However, Phillips proposes that it be exempted 
from such status under Section 3(a)(1) of the Act because 
all of the utility assets, business and operations now owned 
by Phillips, which will be acquired by Gas Utility Subsidiary, 
are located in Pennsylvania, and because Phillips and Gas 
Utility Subsidiary are both organized under the laws of 
Pennsylvania. 


The Pennsylvania PUC has authorized the acquisition by 
Phillips of all the outstanding voting capital stock of the 
Gas Utility Subsidiary, the transfer by Phillips and the ac- 
quisition by the Gas Utility Subsidiary of all Phillips’ gas 
utility assets and related liabilities, the exercise by the Gas 
Utility Subsidiary of the right to furnish or supply gas 
service to the public in the same territory presently served 
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by Phillips and the abandonment by Phillips of all gas ser- 
vice, and the issuance by the Gas Utility Subsidiary of 

its capital stock and debentures. No other State commission 
and no Federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said application, as amended, has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18789), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and cunsumers that 
said application, as amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18828/February 25, 1975 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 


(70-5608) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Jersey Central Power & Light Company (“Jersey Central’), 
an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has filed 
an application-declaration and amendments thereto with this 
Commission pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (““Act’’), and Rule 50 pro- 
mulgated thereunder regarding the following proposed trans- 
action. 


Jersey Central proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, up 
to $35,000,000 principal amount of First Mortgage Bonds, 
due not later than March 1, 2005 (“bonds”). The interest 
rate (which will be a multiple of 1/8% of 1%) and the price 
(which will be not less than 100% and not more than 102.75% 
of the principal amount of the bonds, plus accrued interest 
from March 1, 1975, to the date of delivery) will be deter- 
mined by competitive bidding. The bonds will be issued 
under the Indenture, dated as of March 1, 1946, of Jersey 
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Central to First National City Bank, successor to First Na- 
tional City Trust Company (formerly City Bank Farmers 
Trust Company), Trustee, as heretofore supplemented and 
amended, and as to be further supplemented and amended 
by a Twenty-sixth Supplemental Indenture to be dated as 
of March 1, 1975. None of the bonds may be redeemed at 
the option of Jersey Central prior to March 1, 1980, if the 
funds for such redemption are obtained at an interest cost 
lower than the yield of the bonds, except under certain 
circumstances. 


The entire proceeds (exclusive of premium and accrued in- 
terest) from the sale of the bonds, will be applied to the 
payment of a portion of Jersey Central’s short-term bank 
loans outstanding at the date of sale of the bonds, for con- 
struction purposes or to reimburse Jersey Central’s treasury 
for funds previously expended for construction purposes. 
Premium resulting from the sale of the bonds will be used 
for financing the business of Jersey Central, including the 
payment of the expenses of issuing and selling the bonds. 
The estimated cost of Jersey Central’s 1975 construction 
program is approximately $135,000,000 (including allow- 
ance for funds used during construction). 


The fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $125,000, including 
legal fees of $31,000 and accounting fees of $15,000. The 
Board of Public Utility Commissioners of New Jersey has 
authorized the proposed issue and sale of bonds and no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18775), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rules 24 and 50 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18829/February 25, 1975 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
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New York, New York 
(70-5606) 


ORDER AUTHORIZING ISSUE AND SALE OF COMMON 
STOCK BY HOLDING COMPANY 


American Natural Gas Company (“American Natural”), a 
registered holding company, has filed a declaration and 
amendments thereto with this Commission pursuant to Sec- 
tions 6(a) and 7 of the Public Utility Holding Company Act 
of 1935 (“Act”) regarding the following proposed trans- 
action. 


By amendment in this proceeding, American Natural has in- 
formed the Commission that American Natural has executed 
a contract, subject to approval of the Commission, with the 
underwriting group which has been formed to market Amer- 
ican Natural’s common stock. The underwriting syndicate 
has contracted to purchase for public redistribution 2,000,- 
000 shares of American Natural’s common stock. The pub- 
lic offering price will be $36.125 per share. 


The underwriters’ compensation will be $1.77 per share. 
American Natural will receive the public offering price, 
less the underwriters’ compensation. The selling commis- 
sion to dealers will be $1.10 per share. 


American Natural proposes to apply the net proceeds from 
the sale of the common stock to the repayment of its bank 
loans outstanding. The bank loans were incurred in 1974 to 
provide funds for the purchase of common stock of its 
subsidiaries to aid them in financing their capital require- 
ments. Additional funds required to repay the remaining 
bank loans outstanding will be generated internally or ob- 
tained from new short-term borrowings under the exenpp- 
tion provided in Section 6(a) of the Act. American Natural 
has $73,800,000 of bank loans outstanding of which 
$14,800,000 are due April 29, 1975, and $59,000,000 are 
due June 11, 1975. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been given 

in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18777), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it.is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisified and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said de- 
Claration, as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18830/February 27, 1975 


EXTENSION OF TIME TO COMMENT ON PROPOSED 
AMENDMENT OF RULE 70 UNDER THE PUBLIC 
UTILITY HOLDING COMPANY ACT OF 1935 


On February 13, 1975, the Commission published for com- 
ment (Holding Company Act Release No. 18811) a proposal 
to amend its Rule 70 to clarify the distinction between in- 
surance companies and investment bankers with respect to 
restrictions on interlocking relationships under Section 17(c) 
of that Act. The final date for receiving comments was set 
for March 24, 1975. 


The final date for comment is hereby extneded to April 7, 
1975. Such comments should be filed in triplicate with 
George A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. 


By the Commission. 


George A. Fitzsimmons 


Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18831/February 27, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5463) 


SUPPLEMENTAL ORDER CORRECTING ORDER 
WHICH AUTHORIZED ISSUANCE AND SALE OF 
NOTES TO BANKS 


By Order dated February 3, 1975, the Commission granted 
and permitted to become effective, the amendment applica- 
tion-declaration in the above-entitled proceeding (HCAR 
No. 18798). The second paragraph thereof is corrected as 
follows: 


By Order dated July 31, 1974 (HCAR Nos. 18517), the 
Commission, among other things, authorized Georgia to 
issue and sell unsecured notes to banks (“Banks”) and/or 
commercial paper to dealers, from time to time through 
March 31, 1975, up to an aggregate principal amount of 
$250 million outstanding at any one time. The Commission 
by Order dated December 4, 1974 (HCAR No. 18692) 
authorized a temporary increase in aggregate short-term 
borrowings by Georgia up to $350 million through January 
15, 1975. The authorization under the Commission’s Order 
of July 31, 1974, remained in effect thereafter. At the 


SEC DOCKET/353 











close of 1974, Georgia’s borrowings from the Banks amount- 
ed to approximately $293,000,000. The effective cost of 
borrowed money from the Banks under the authorizations 

is based upon the prime commercial rate and 20% compen- 
sating balance required by the Banks. Assuming a 10% prime 
rate and the required 20% compensating balance, the effec- 
tive cost of money under this formula is equal to 12.5% 

per annum. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Refease No. 8681/February 21, 1975 


In the Matter of 


IMA FUND, INC. 

_¢/o National Bank 
1101 Euclid Avenue 
Cleveland, Ohio 44115 


(811-1776) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 24, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8651) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act”), to declare by order upon its 
own motion that IMA Fund, Inc. (“Fund”), has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
matter would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of IMA Fund, Inc., under the Act shall forth- 
with cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8682/February 21, 1975 


In the Matter of 


DUPONT WALSTON, INCORPORATED 
833 Wilshire Boulevard 
Los Angeles, California 90017 


(812-3516) 
ORDER PERMITTING WITHDRAWAL OF APPLICATION 


DuPont Walston Incorporated (‘Applicant’), a registered 
broker-dealer, in connection with a proposed public offering 
of shares of common stock, par value $1.00 per share, of 
Utility Shares of America, Inc., a registered closed-end, di- 
versified management investment company, filed an applica- 
tion on September 24, 1973 and amended on October 4, 
1973, pursuant to Section 6(c) of the Investment Company 
Act of 1940 (“Act’’), for an order exempting certain trans- 
actions from Section 30(f) of the Act to the extent that such 
Section adopts Section 16(b) of the Securities Exchange Act 
of 1934. 


The Commission on October 4, 1973, issued a notice of the 
filing of said application (Act Release No. 8020). The notice 
gave interested persons an opportunity to request a hearing 
and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein 
unless a hearing should be ordered. The Commission did not 
order a hearing. 


On December 12, 1974, Applicant requested that the appli- 
cation be withdrawn because it did not wish to proceed with 
the transaction. 


The matter has been considered and it is found appropriate 
to permit withdrawal of the pending application. 


IT IS ORDERED that the application for an order of exemp- 
tion from Section 30(f) of the Act is deemed withdrawn. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8683/February 21, 1975 


In the Matter of 

EMPIRE FUND, INC. 

PACIFIC STANDARD FUND, INC. 
421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 
(812-3698) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE INVESTMENT COMPANY ACT OF 1940 
















[) 


NOTICE IS HEREBY GIVEN that Empire Fund, Inc. (““Em- 
pire”) and Pacific Standard Fund, Inc. (“Pacific Standard”), 
both registered as open-end, diversified management invest- 
ment companies under the Investment Company Act of 
1940 (“Act”) (here: referred to collectively as “Appli- 
cants”), have filed an application on September 19, 1974 
and amendments on October 23, 1974, January 28, 1975, 
and February 3, 1975, pursuant to Section 17(b) of the Act 
for an order of the Commission exempting from the provi- 
sions of Section 17(a) of the Act the proposed transaction 
described below. All interested persons are referred to the 
application on file with the Commission for a statement of 
the representations contained therein, which are summarized 
below. 


Applicants, Maryland corporations which were created und- 
er substantially similar governing instruments as “exchange 
or swap” funds, that is, funds which issue their shares for 
shares of other companies, have entered into an Agreement 
and Plan of Reorganization (‘Plan’) which provides for the 
sale of substantially all of the assets of Pacific Standard to 
Empire in exchange for shares of capital stock of Empire, 
the distribution of Empire shares so obtained to the share- 
holders of Pacific Standard, and the corporate dissolution 
of Pacific Standard. Pursuant to a ruling by the Internal 
Revenue Service, the merger will constitute a tax free re- 
organization. 


If the Plan is approved by Pacific Standard’s shareholders, 

a closing of the transaction (“Closing Date”’) will take place 
no later than April 30, 1975. At the closing, upon the trans- 
fer by Pacific Standard of all of its assets (excluding cer- 
tain amounts described below), Empire shall issue shares 

of its voting stock to the shareholders of Pacific Standard 
of record at the close of business on the day before the 
closing date. The number of Empire shares to be distributed 
shall be determined as follows: The net asset values of a 
share of Empire’s and of Pacific Standard’s capital stock 
will be determined as of the close of business on the day 
before the Closing Date in the manner prescribed in their 
respective Charters. Based on the net asset value of a share 
of Pacific Standard’s stock so determined, the aggregate 

net asset value of all shares of Pacific Standard’s stock held 
by each shareholder as of the close of business on such day 
shall be computed. The net asset value of a share of Em- 
pire’s stock determined as aforesaid shall then be divided 
into each of such aggregate values. The numbers of times 
that such net asset value of a share of Empire stock goes 
evenly into each of such aggregate values shall determine 
the number of shares of Empire’s stock that are to be 
issued. No fractional shares shall be issued and Empire will 
pay cash to Pacific Standard shareholders in lieu of frac- 
tional shares. 


Pacific Standard will retain cash in an amount sufficient to 
(a) pay its liquidation expenses and satisfy its known lia- 
bilities; (b) satisfy the rights of objecting shareholders, and 
(c) pay its shareholders of record on the day immediately 
preceding the closing date a dividend of its then undistrib- 
uted long-term and short-term capital gains, if any. The 
retained cash will be subtracted from the net asset value of 
Pacific Standard in computing the number of shares of 
Empire’s capital stock to be issued pursuant to the terms 
of the exchange. 


No adjustment in the net asset values of Applicants will be 


made to compensate for any potential Federal income tax 
impact on the shareholders of Applicants which may result 
from differences between the Applicants in the percentage 

of each Applicant’s net unrealized capital appreciation to its 
net asset value. Applicants assert that such potential tax con- 
sequences to shareholders cannot practically be determined 
and that there is, therefore, no way in which such potential 
consequences can be offset in an equitable manner. Appli- 
cants contend, moreover, that, in any case, such consequences 
will be minor. 


On April 30, 1970, agreements were made between Pacific 
Standard Life Company and Federated Investors, Inc. (“‘In- 
vestors”) pursuant to which Pacific Standard Life Company 
acquired from Investors 100% of the capital stock of an in- 
vestment adviser to a fund in exchange for 39,375 shares of 
common stock of Pacific Standard Life Company. The ad- 
viser’s name was changed to Pacific Standard Fund Manage- 
ment Corporation (“P.S.M.”), and the fund changed its name 
to Pacific Standard Fund, Inc. 


P.S.M. has continued as the investment adviser of Pacific 
Standard while Federated Research Corp. (“Research”), a 
wholly owned subsidiary of Investors has acted as subinvest- 
ment adviser to Pacific Standard. Research is also subinvest- 
ment advisers to Empire whose adviser is P.S.M. F.E.F. Re- 
search Corp. (“F.E.F."), also a wholly owned subsidiary of 
Investors. 


In connection with the aforementioned Agreements of 
April 30, 1970, Pacific Standard Life Company and Invest- 
ors provided for an acquisition by Investors of an interest in 
P.S.M. if the sub-investment advisory agreement between its 
subsidiary, Research, and Pacific Standard, was ever ter- 
minated by P.S.M. or Pacific Standard. 


In connection with the Plan to sell Pacific Standard’s assets 
to Empire and liquidate Pacific Standard, Pacific Standard 
Life Company and its wholly owned subsidiaries, P.S.M. 
and Pacific Standard Equities Company (Pacific Standard’s 
distributor) each entered into an agreement with Investors 
and its wholly owned subsidiaries, Research, Federated 
Investment Counseling, Inc. (“Counseling”) and Federated 
Properties Corp. (“Properties”). This Agreement provides 
that for a period of three years, commencing on the Closing .- 
Date of the Plan, P.S.M. will act as a consultant to Counsel- 
ing (which is engaged in the private investment counseling 
business) and Properties (which is engaged in certain real 
estate developments). P.S.M. will supply such investment 
advice, statistical and research information as Counseling 
and Properties may request, for an annual retainer of 
$12,000 to be paid by Investors. Applicants state that both 
Counseling and Properties desire such an arrangement be- 
cause of Pacific Standard Life Company’s experience and 
expertise in real estate financing, industrial loans and 

other financial services. The obligations of the parties under 
this agreement are contingent on the approval of the Plan 
by a majority of the outstanding shares of capital stock of 
Pacific Standard. If the shareholders approve the Plan, 
Pacific Standard Life Company and Investors will terminate 
their prior agreement dealing with possible future termina- 
tion of the sub-advisory agreement between P.S.M. and 
Research. 


Seven of Empire’s nine directors are included among the 
nine members of the Board of Directors of Pacific Standard. 
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The officers of Empire all hold equivalent positions as officers and any postponements thereof. 


of Pacific Standard and the investment objectives of both 
Empire and Pacific Standard may be characterized as long- 
term growth of capital and of income. 


Because of the highly interlocking nature of the Boards of 
Directors of Applicants and because both Applicants have 
the same sub-investment adviser, Applicants are presumed 
to be under common control and are therefore affiliated 
persons under Section 2(a)(3) of the Act. 


Section 17(a) of the Act, in pertinent part, provides that it 
is unlawful for any affiliated person of a registered invest- 
ment company or any affiliated person of such affiliated 
person, to sell to, or purchase from, such investment com- 
Pany any security or property unless the Commission upon 
application pursuant to Section 17(b) of the Act grants an 
exemption from the provisions of Section 17(a) after find- 
ing that the terms of the proposed transaction are fair and 
reasonable and do not involve any overreaching on the part 
of any person concerned, that the proposed transaction is 
consistent with the policy of each registered investment 
company concerned, and that the proposed transaction is 
consistent with the general purposes of the Act. 


Applicants represent that the transaction is consistent with 
the general purposes of the Act and would not involve any 
practices which Section 17(a) or any other provision of the 
Act is designed to prevent. Applicants assert that the trans- 
action is particularly appropriate for each of the Applicants 
in view of the similarity of their investment objectives and 
policies. Applicants assert that their shareholders will bene- 
fit by the elimination of certain presently duplicated ex- 
penses. In addition, greater flexibility with respect to port- 
folio transactions and redemption procedures is expected. 


The aggregate expenses of consummating the transaction, 
including legal, accounting, printing, transfer agent and 
other miscellaneous expenses are estimated at $15,000. All 
expenses will be allocated to each Applicant in proportion 
to their respective net asset values. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 18, 1975, at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, and the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 


hearing thereon. Any such communication should be address- 


ed: Secretary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 

the application will be issued as of course following March 
18, 1975, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
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For the Commission, by the Division of Investment Manage- ( 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8684/February 21, 1975 


In the Matter of 


NEUWIRTH FUND, INC. 

NEUWIRTH CENTURY FUND, INC. 

WOOD, STRUTHERS & WINTHROP MANAGEMENT 
CORPORATION 

20 Exchange Place 

New York, New York 10005 


(812-3694) 


NOTICE OF FILING OF APPLICATION FOR EXEMPTION 
PURSUANT TO SECTION 6(c) OF THE ACT FROM PRO- 
VISIONS OF SECTION 15(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Neuwirth Fund, Inc. 
(“Neuwirth”), an open-end, diversified management invest- 
ment company registered under the Investment Company 
Act of 1940 (“Act”), Neuwirth Century Fund, Inc. (‘‘Cen- 
tury”), an open-end, non-diversified management investment 
company registered under the Act, (collectively the ‘‘Funds”), 
and Wood, Struthers & Winthrop Management Corp. (Wood, 
Struthers”), an investment adviser, as defined by the Invest- 
ment Advisers Act of 1940, (collectively the ““Applicants”), 
filed an application on September 10, 1974 and amendments 
thereto on November 14, 1974, January 21, 1975, and Feb- 
ruary 5, 1975, pursuant to Section 6(c) of the Act, for an 
order of the Commission exempting the Applicants from 
the provisions of Section 15(a) of the Act to permit (1) 
Wood, Struthers to provide portfolio management and ad- 
ministrative services to the Funds on a lower of cost or fee 
basis from August 15, 1974, to the date of the Funds’ re- 
spective meetings of stockholders, expected to be held on 

or before March 31, 1975, at which the stockholders will 
approve or disapprove investment advisory contracts with 
Wood, Struthers and (2) retroactive payments of advisory 
fees, less previously reimbursed costs and expenses, by the 
Funds to Wood, Struthers for services as an interim invest- 
ment adviser for the period August 15, 1974, to the date of 
the respective meetings of stockholders. All interested per- 
sons are referred to the application on file with the Commis- 
sion for a statement of the representations contained there- 
in, which are summarized below. 


On June 21, 1974, Clark, Dodge & Co., Incorporated 
(“Clark Dodge’’) which was acting as investment adviser 
to the Funds under contracts dated February 26, 1974 
(“Old Contracts”) sold substantially all of its business and 
assets to Kidder Peabody & Co., Incorporated, but remain- 


\ 


ed the investment adviser to the Funds until August 15, 


1974, when its contracts with the Funds were terminated 








by mutual agreement. 


On the day previous to the sale of Clark Dodge’s assets to 
Kidder Peabody, the Fund's Directors, who had been giving 
consideration to the selection of a new adviser since the 
public announcement on May 24, 1974, that Clark Dodge 
was giving consideration to a sale of its assets to Kidder 
Peabody, voted, in principle, to recommend to stockholders 
of each of the Funds that Wood, Struthers be retained as 
investment adviser to the Funds, and on July 23, 1974, the 
Directors voted, subject to approval by the vote of the ma- 
jority of the outstanding voting securities of the respective 
Funds, to enter into new advisory contracts (the “New Con- 
tracts”) with Wood, Struthers. 


The New Contracts differ from the Old Contracts in the 
following respects: (1) no provision is made for the furnish- 
ing by Wood, Struthers of research and statistical services 
to the Funds. Instead, Wood, Struthers will, in providing 
advisory services to the Funds, rely on research and statisti- 
cal services obtained in exchange for Fund brokerage given 
to various broker-dealers, including Wood, Struthers & Win- 
throp, Inc.; (2) investment advisory fees under the New 
Contracts will be payable quarterly ‘based on the Funds’ 
respective net asset values on the last business day of such 
quarter rather than monthly based on the Funds’ respec- 
tive net asset values on the last business day of such quar- 
ter rather than monthly based on the Funds’ respective net 
asset values; (3) the respective break points under the New 
Contracts lowering the investment advisory fees from 1/2% 
to 3/8% annually will be $125,000,000 rather than $50,000,- 
000 and (4) should a proposed merger between Neuwirth 
and Century not be consummated, the New Contract be- 
tween Century and Wood, Struthers would not provide for 
a 1-1/2% expense limitation. Under the Old Contract, 

Clark, Dodge guaranteed that the total expenses of Cen- 
tury in any fiscal year would not exceed, and undertook to 
reimburse any amount by which such expenses did exceed, 
on an annual basis, 1-1/2% of the first $30,000,000 of the 
average daily net assets of Century, plus 1% of average 

daily net assets in excess of $30,000,000. 


On August 15, 1974, each of the Funds executed a letter 
agreement with Wood, Struthers (the ““Agreements”), pur- 
suant to which Wood, Struthers undertook to perform 
portfolio management and administrative services for the 
Funds on the same general terms, except for the fees pay- 
able, as provided for under the New Contracts, and Neu- 
wirth and Century agreed to reimburse Wood, Struthers 
either monthly or upon the meetings of stockholders, at 
Wood, Struthers discretion, for their allocable share of Wood, 
Struthers costs and expenses in so managing the Funds, 
except that in no event could such reimbursed costs and 
expenses exceed the advisory fees which would have been 
payable to Wood, Struthers had the New Contracts been 
in effect. 


The Funds also agreed that each would use its best efforts 
to call a stockholders meeting as soon as reasonably pos- 
sible for the purpose of a vote being taken on, (a) approval 
or disapproval of the respective New Contracts, and (b) 
approval or disapproval of the payment to Wood, Struthers 
by the respective Funds of the advisory fees provided for 
under the New Contracts for the period between the time 
Wood, Struthers commenced to render such services and 
the time when the shareholders might ratify the retroactive 


payment of such fee (the “Interim Period’’) less the amount 
of any costs and expenses of Wood, Struthers previously re- 
imbursed by the Funds during such period. (A condition to 
Wood, Struthers’ obligation to enter into a New Contract with 
each fund is that the stockholders of such fund approve the 
retroactive payment of advisory fees as discussed above.) 


The Directors of the Funds determined that to avoid unnec- 
essary expense to the Funds, it would be best to present the 
issues of the new investment advisory contracts and the 
retroactive payment of investment adviser fees to the share- 
holders, along with the proposal to merge the Funds and 
other ordinary business, at the annual meeting of the Funds 
expected to be held prior to December 31, 1974. Applicants 
submit that they were unable to call and hold those meet- 
ings during 1974 because time did not permit the Funds to 
obtain the necessary orders of exemption from the Act or to 
prepare and solicit proxy material for such meetings. Appli- 
cants further state that in order to hold such annual meet- 
ings in 1975, they are required by proxy rules under the 
Securities Exchange Act of 1934 (the “’1934 Act’’) to in- 
clude in their proxy material financial statements for fiscal 
year 1974. In view of the above, the Funds decided to delay 
proxy solicitation until certified financial statements for 
1974 were available, which was expected to be by late Jan- 
uary 1975. 


Wood, Struthers has agreed to pay those costs and expenses 
of the Funds incurred in connection with their entering into 
the respective New Contracts and the proposed merger 

which combined, are in excess of $15,000 but are not over 
$70,000, provided that the stockholders of the Funds approve 
the respective New Contracts. Should the shareholders of one 
fund approve, while the shareholders of the other fund dis- 
approve, a respective investment advisory contract, Wood, 
Struthers will pay that part of those expenses of the fund 
whose shareholders approved the investment advisory con- 
tract which are equal to an amount which bears the same 
ratio to the total expenses of the Funds’ annual meetings 

in excess of $15,000 and less than $70,000 as the expenses 
allocable to such fund bears to the total expenses of both 
Funds. 


Section 15(a) of the Act prohibits any person from serving 
or acting as investment adviser of a registered investment 
company except pursuant to a written contract which has 
been approved by the vote of a majority of the outstanding 
voting securities of such registered investment company. 
Section 2(a)(20) of the Act, in pertinent part, defines the 
term “investment adviser” of an investment company to 
include any person who, pursuant to contract, regularly fur- 
nishes advance to an investment company with respect to 
the desirability of investing in, purchasing or selling securi- 
ties, or is empowered to determine what securities shall be 
purchased or sold, but specifically excludes therefrom per- 
sons furnishing such advice through uniform publications, 
persons furnishing only statistical information, companies 
furnishing such services at cost to one or more investment 
companies, insurance companies, or other financial institu- 
tions, persons whose compensation must be approved by a 
court, and such other persons as the Commission may by 
rules and regulations or order determine not to be within 
the intent of the definition. 


Applicants submit that Wood, Struthers may be deemed to 
be an investment adviser under the Act and they, therefore, 
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request exemption from Section 15(a) of the Act to the 
extent necessary to permit Wood, Struthers to provide in- 
vestment advisory services prior to shareholder approval or 
disapproval of investment advisory contracts. 


Applicants also request an exemption from Section T5(a) 
of the Act to permit retroactive payments to Wood, Struth- 
er s by the Funds of amounts equal to the fees that would 
have been paid by the Fund under the New Contracts if 
they had been in effect when Wood, Struthers commenced 
rendering advisory services, less any previous payments to 
Wood, Struthers for its costs and expenses, conditioned on 
approval of such retroactive payment by the shareholders 
of the respective fund concerned. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any person or transaction from any provision of 
the Act or of any rule or regulation thereunder, if and to 
the extent that such exemption is necessary or appropriate 
in the public interest and the purposes fairly intended by 
the policy and provisions of the Act. 


Applicants contend that the granting of exemptions from 
Section 15(a) as requested above is necessary and appropri- 
ate in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 18, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Re- 
gulations promulgated under the Act, an order disposing 
of the Application will be issued as of course following 
March 18, 1975, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


NEUWIRTH FUND, INC. 
NEUWIRTH CENTURY FUND, INC. 
20 Exchange Place 

New York, New York 10005 


(812-3722) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER EXEMPT- 
ING A PROPOSED TRANSACTION FROM SECTION 
17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Neuwirth Fund, Inc. 
(“Neuwirth”), an open-end, diversified management invest- 
ment company registered under the Investment Company 
Act of 1940 (“Act”), and Neuwirth Century Fund, Inc. 
(“Century”), an open-end, non-diversified management in- 
vestment company registered under the Act, (collectively the 
“ Applicants”), filed an application on November 14, 1974 
and an amendment thereto on January 24, 1975, pursuant 
to Section 17(b) of the Act for an order of the Commission 
exempting from the provisions of Section 17(a) of the Act 
the proposed merger of Century and Neuwirth. All interest- 
ed persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Wood, Struthers & Winthrop Management Corp. (‘‘Wood, 
Struthers”), a registered investment adviser and a wholly 
owned subsidiary of Wood, Struthers & Winthrop, Inc., 
(Wood, Struthers - Parent”) is presently furnishing Neu- 
wirth and Century with portfolio management and adminis- 
trative services pursuant to agreements that have been 
approved by the Boards of Directors of each fund. Invest- 
ment advisory agreements between Wood, Struthers and 
each of the funds are to be submitted to shareholders of 
the funds for their respective approvals at the same meet- 
ings at which shareholders will vote on the proposed mer- 
ger. An officer and director of Wood, Struthers is one of the 
three persons who serve as the directors of Neuwirth and 
Century and all the persons who serve as the officers of 
Neuwirth and Century are employees of Wood, Struthers. 
Accordingly, each of the Applicants may be deemed to be 
affiliated persons of each other within the meaning of Sec- 
tion 2(a)(3) of the Act. 


The proposed Agreement of Merger between the Funds 
provides for the merger of Century with and into Neuwirth 
which will be the surviving fund. The corporate existence 
of Century will cease on the effective date of the merger. 
The proposed merger is contingent upon the approval by 
the affirmative vote of the holders of a majority of outstand- 
ing shares of the common stock of each of the Funds and 
the receipt by the Funds of an opinion of counsel to the 
effect that the proposed transaction will constitute a tax- 
free reorganization and that no gain or loss will be recog- 
nized by either of the Funds or their shareholders as a re- 
sult of the transaction. The merger is further conditioned 
on the respective groups of shareholders of the Funds either 
both approving or both disapproving the respective invest- 
ment advisory contracts with Wood, Struthers. 


Each fund intends to declare and pay to its respective stock- 
holders dividends and distributions substantially equal to 
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the amount of its respective net investment income and 
realized capital gain, if any, prior to the effective date of 

the merger, which is to be the first business day following 
the day of meetings of the stockholders of each of the 

Funds at which approval of the merger is obtained. Upon 

the effective date, each outstanding share of Century’s com- 
mon stock will be converted into shares of common stock of 
Neuwirth having the same aggregate net asset value as a share 
of Century common stock determined at the close of busi- 
ness on the day of the meetings of stockholders of the Funds 
at which the merger was approved. 


As of September 30, 1974, Century and Neuwirth had, re- 
spectively, net assets of $4,016,397 and $12,578,922. The 
Agreement of Merger will not provide for any adjustment of 
net assets of either Century or Neuwirth to compensate 
shareholders for any potential Federal income tax impact 
which may result from differences between the Applicants 
in realized or unrealized capital gains or losses. As of Sep- 
tember 30, 1974, Century and Neuwirth had, respectively, 
net realized capital losses of $1,115,694 and $4,827,877 and 
net unrealized capital losses of $1,432,148 and $8,253,550. 
As of December 31, 1973, Neuwirth had a net capital loss 
carry-forward of approximately $19,800,000 of which 
$16,500,000 expires in 1975, and $3,300,000 expires in 
1978. This capital loss carry-forward is substantially larger 
than the capital loss carry-forward available to Century. 
Applicants state that the managements of the Funds are of 
the opinion that the terms of the Agreement, in not provid- 
ing for any adjustments with respect to these items, are 
equitable. 


Section 17(a) of the Act, in tertinent part, provides that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a per- 
son, acting as principal, knowingly to sell to or purchase 
from such registered investment company any security or 
other property. Section 17(b) of the Act provides that the 
Commission, upon application, may exempt a proposed 
transaction from the provisions of Section 17(a) if evidence 
establishes that the terms of the proposed iransaction, in- 
cluding the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the part 

of any person concerned and that the proposed transaction 
is consistent with the policy of each registered investment 
company concerned and with the general purposes of the 
Act. 


Applicants submit that the terms of the proposed transac- 
tion are fair and reasonable since Neuwirth will be issuing 
its shares in exchange for property at a price not less than 
the net asset value thereof and Century stockholders will be 
receiving Neuwirth common stock equal in value to Cen- 
tury’s net assets. Applicants also assert that because of the 
larger asset base of the combined fund and the elimination 
of certain costs, such as legal, accounting and administrative 
fees, presently borne separately by Neuwirth and Century, 
the consummation of the proposed transaction may promote 
a reduction in per share expenses. 


The investment objective of Neuwirth is to seek possible 
growth of capital and the investment objective of Century 

is to seek capital appreciation. Applicants state that the pro- 
posed transaction is consistent with their respective policies 
because the stockholders of Century will receive shares of 


an open-end management company with similar investment 
objectives and substantially identical fundamental policies 
and investment restrictions. The respective policies and re- 
strictions of each fund and any differences therein will be 
fully disclosed in the proxy materials to be submitted to 
stockholders of each fund in connection with the meeting of 
stockholders at which the merger will be voted upon. Appli- 
cants represent that the portfolio securities of Century to be 
acquired by the surviving fund, Neuwirth, are compatible 
with the objectives and policies of Neuwirth, and that the 
merger will not entail the sale of any of such securities by 
the surviving fund. 


The aggregate expenses of the stockholders meetings of Neu- 
wirth and Century, at which, amohg other business, the mer- 
ger proposal will be raised, are estimated at $80,300, and 
those allocable to the proposed merger are approximately 
$39,100. Approximately $51,100 of the total expenses will 
be allocable to Neuwirth and approximately $29,200 to 
Century. However, Wood, Struthers has agreed to bear all 
expenses in connection with the stockholders meetings of 
Applicants in excess of an aggregate of $15,000 and less than 
$70,000, provided that the stockholders of both Neuwirth 
and Century approve the proposed investment advisory con- 
tracts between the respective Funds and Wood, Struthers. 
Should the shareholders of one fund approve, while the 
shareholders of the other fund disapprove, a respective in- 
vestment advisory contract, Wood, Struthers will pay that 
part of those expenses of the fund whose shareholders ap- 
proved the investment advisory contract which are equal to 
an amount which bears the same ratio to the total expenses 
of the Funds’ annual meetings in excess of $15,000 and less 
than $70,000 as the expenses allocable to such fund bears to 
the total expenses of both Funds. If both Funds enter into 
advisory contracts with Wood, Struthers, it is expected that 
of the total expenses for the stockholder meetings, including 
those attributable to the merger proposal, approximately 
$16,100 will be borne by Neuwirth and $9,200 will be borne 
by Century. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 18, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in case uf an attorney-at-law, 
by cretificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
application will be issued as of course following March 18, 
1975, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
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ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8686/February 25, 1975 


In the Matter of 


AURORA EQUITY FUND, INC. 
30 Wall Street 
New York, New York 10005 


(811-1673) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Aurora Equity Fund, Inc. 
(“Applicant”), registered under the Investment Company 
Act of 1940 (“Act”) as an open-end, non-diversified man- 
agement investment company, filed an application on De- 
cember 26, 1974, and an amendment on January 23, 1975, 
pursuant to Section 8(f) of the Act for an order of the Com- 
mission declaring that Applicant has ceased to be an invest- 
ment company as defined in the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein 
which are summarized below. 


At a metting held on August 2, 1974, Applicant’s Board of 
Directors adopted a resolution favoring a proposal to dis- 
solve Applicant and wind up its business, and on November 
12, 1974, the holder of a majority of Applicant's outstand- 
ing stock consented to the dissolution and liquidation of 
Applicant in accordance with the General Corporation Law 
of the State of Delaware. Notice of dissolution was then 
given to the remaining shareholders, and on December 16, 
1974, a Certificate of Dissolution was filed with the Secre- 
tary of State of Delaware. Applicant no longer continues 
the business for which it was organized, but rather intends 
that its existence shall be terminated subject to final settle- 
ment of its affairs pursuant to the General Corporation Law 
of the State of Delaware. 


Applicant has distributed, or made provision for distribution 
to its shareholders, all of its assets except for the sum of 
$7,000, representing a reserve established for the purpose of 
meeting the expenses of dissolution and winding up. Any 
assets remaining after payment of all such expenses will be 
distributed pro rata to shareholders of record of Applicant 
as of August 2, 1974. Any expense in excess of $7,000 will 
be borne by Applicant's investment adviser, Brokaw, 
Schaenen, Clancy Management Co., Inc. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, upon application, finds that a registered 
investment company has ceased to be an investment com- 
pany, it shall so declare by order, and upon the taking effect 
of such order the registration of such company shall cease 
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to be in effect. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than March 24, 1975, at 5:30 p.m., submit 

to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be address- 
ed: Secretary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) upon 
Applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will be 
issued as of course following March 24, 1975, unless the 
Commission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8687/February 25, 1975 


In the Matter of 


IVY FUND, INC. 
441 Stuart Street 
Boston, Massachusetts 02116 


and 


STANDISH, AYER & WOOD, INC. 
50 Congress Street 
Boston, Massachusetts 02109 


(812-3715) 


ORDER PURSUANT TO SECTION 6(c) EXEMPTING 
APPLICANTS FROM THE PROVISIONS OF SECTION 
15(a) OF THE ACT 


Ivy Fund, Inc. (“Fund”), an open-end, diversified, manage- 
ment investment company registered under the Investment 
Company Act of 1940 (the “Act’’), and Standish, Ayer & 
Wood, Inc. (Standish, Ayer”), a registered investment ad- 
viser (collectively referred to hereinafter as ‘“Applicants”), 
filed an application on October 30, 1974, and amendments 
thereto on December 30, 1974 and January 16, 1975, for 
an order of the Commission, pursuant to Section 2(a)(20) 
of the Act, declaring Standish, Ayer not to be within the 
intent of the definition of “investment adviser” as that 
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term is used in the Act, or alternatively, for an order of the 
Commission, pursuant to Section 6(c) of the Act, exempting 
Applicants from the provisions of Section 15(a) of the Act 
to the extent necessary to permit Standish, Ayer to serve 

the Fund as its investment adviser, prior ‘to approval by the 
Fund’s shareholders of an investment advisory contract be- 
tween the Fund and Standish, Ayer, and to permit the Fund 
to pay retroactively to Standish, Ayer the amount by which 
the percentage fee specified in the contract exceeds Standish, 
Ayer’s costs, if the Fund’s shareholders approve the contract 
and such payment. 


On January 21, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8646) of the filing of the application. 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion might be issued on the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that the grant- 
ing of the requested retroactive exemption, pursuant to Sec- 
tion 6(c) of the Act, from the provisions of Section 15(a) of 
the Act to the extent noted below is appropriate in the pub- 
lic interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provisions 
of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
Applicants be, and they hereby are, exempted from the ‘pro- 
visions of Section 15(a) of the Act to the extent necessary 
to permit Standish, Ayer to serve the Fund as its investment 
adviser, for the period from November 1, 1974, to the date 
of a special meeting of shareholders, scheduled for February 
19, 1975, called for the purpose of securing shareholder 
approval of a proposed investment advisory contract be- 
tween the Fund and Standish, Ayer; and 


IT iS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that, upon approval by shareholders of the Fund 

of the proposed investment advisory agreement between 

the Fund and Standish, Ayers, and the making of the retro- 
active payment hereinafter described, Applicants be, and 
they hereby are, exempted from the provisions of Section 
15(a) of the Act to the extent necessary to permit Standish, 
Ayer to receive from the Fund an amount by which the fee 
specified in such aforementioned investment advisory con- 
tract, as applied to the period Standish, Ayer rendered ser- 
vices to the Fund prior to approval of the contract by share- 
holders of the Fund, exceeds any costs previously paid by 
Fund to Standish, Ayer for such services. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8688/February 25, 1975 


In the Matter of 








INVESTORS SYNDICATE OF AMERICA, INC. 
IDS LIFE INSURANCE COMPANY 

IDS Center 

Minneapolis, Minnesota 55402 


and 


INVESTORS VARIABLE PAYMENT FUND, INC. 
1000 Roanoke Building 
Minneapolis, Minnesota 55402 


(812-3727) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


Investors Syndicate of America, Inc. (“ISA”), a face-amount 
certificate company registered under the Investment Com- 
pany Act of 1940 (the ““Act”’) whose common stock is 
wholly-owned by Investors Diversified Services, Inc. 
(“IDS”) which serves ISA as its investment adviser and prin- 
cipal underwriter, IDS Life Insurance Company, a Minneso- 
ta corporation engaged in the sale of life insurance, dis- 
ability income insurance and annuities which is also a wholly- 
owned subsidiary of IDS, and Investors Variable Payment 
Fund, Inc. (“IVP”), an open-end, diversified management 
investment company registered under the Act whose adviser 
and principal underwriter is IDS (collectively referred to as 
“Applicants”), filed an application on November 22, 1974, 
pursuant to Section 17(d) of the Act and Rule 17d-1 there- 
under, for an order of the Commission permitting Appli- 
cants, who own notes of Reeves Telecom Corporation 
(“‘Reeves’’), (1) to consent to the purchase by Reeves of 

all of its outstanding shares of 2% preferred stock, and (2) 
to consent to an amendment by Reeves of its 9% conver- 
tible subordinated notes so as to permit the purchase of 
such 2% preferred stock. 


On January 20, 1975, a notice (Investment Company Act 
Release No. 8647) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that ISA‘s 
and IVP’s participation in Applicants’ joint consent to the 
proposed purchase by Reeves of its outstanding 2% pre- 
ferred stock and to the execution of an amendment by 
Reeves of its 9% convertible subordinated notes is consistent 
with the provisions, policies and purposes of the Act and 
that the participation of ISA and IVP is not on a basis differ- 
ent from that of other participants. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the application to permit 
the proposed transaction be, and hereby is, granted effec- 
tive forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8689/February 26, 1975 


See Securities Exchange Act Release No. 11267/February 26, 
1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8690/February 27, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 439/February 27, 1975 


NOTICE OF: (1) WITHDRAWAL OF THE PROPOSED 
AMENDMENT TO RULE 3c-4 UNDER THE INVEST- 
MENT COMPANY ACT OF 1940 WHICH DEFINES AS 
AN INSURANCE COMPANY A SEPARATE ACCOUNT 
ESTABLISHED BY A LIFE INSURANCE COMPANY 

TO FUND CERTAIN VARIABLE LIFE INSURANCE 
CONTRACTS AND THEREFORE EXEMPTS SUCH 
SEPRATE ACCOUNT FROM THE PROVISIONS OF 

THE INVESTMENT COMPANY ACT; (2) WITHDRAWAL 
OF THE PROPOSED AMENDMENT TO RULE 202-1 
UNDER THE INVESTMENT ADVISERS ACT OF 1940 
WHICH EXEMPTS FROM THAT ACT AN INSURANCE 
COMPANY OR AN AFFILIATED COMPANY THEREOF 
TO THE EXTENT IT PERFORMS ADVISORY SERVICES 
INCIDENTAL TO THE ISSUANCE OF VARIABLE LIFE 
INSURANCE CONTRACTS; AND (3) PROPOSAL TO 
RESCIND RULE 3c-4 AND RULE 202-1. (File No. 4-149) 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission has determined not to adopt, and, 
therefore, hereby withdraws proposed amendments to 

Rule 3c-4 under the Investment Company Act of 1940 
(“Investment Company Act”) and Rule 202-1 under the 
Investment Advisers Act of 1940 (“Advisers Act’’) (herein- 
after together referred to as the ““Rules”’). These Rules ex- 
empt issuers of certain variable life insurance contracts, and 
affiliated persons thereof, from the provisions of the Invest- 
ment Company Act and the Advisers Act. 


FURTHER, NOTICE IS HEREBY GIVEN that the Commis- 
sion has under consideration the rescission of Rule 3c-4 and 
Rule 202-1. While rescission of these Rules would result in 
the application of all provisions of the Investment Company 
and Advisers Acts to variable life insurance contracts, their 
issuers and related persons, the Commission today announ- 
ced its intention to propose a rule under Section 6{e) of the 
Investment Company Act (Investment Company Act Release 
No. 8691, Investment Advisers Act Release No. 440) which 
would, in effect, conditionally exempt certain variable life 
insurance separate accounts from Section 7 and other sec- 
tions of the Investment Company Act and rules thereunder, 
while requiring full compliance with all other provisions of 
the Act and rules. 


Rule 3c-4 defines the term “insurance company” as used in 
Section 3(c)(3) of the Investment Company Act to include 
a separate account which would be employed as the funding 
medium for variable life insurance contracts. For this pur- 
pose, the rule defines a variable life insurance contract to be 
any contract of insurance issued by an insurance company 
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which, so long as premiums are paid when due, provides a 
death benefit which varies to reflect the investment experi- 
ence of a separate account established and maintained by 
such insurance company and which meets the four addition- 
al criteria specified in paragraph (b) of the Rule. 


Rule 202-1 excludes from the definition of the term “‘invest- 
ment adviser,”’ set forth in Section 202(a)(20) of the Advis- 
ers Act, an insurance company, or any affiliated company 
thereof to the extent that any advisory services performed’ 
are incidental to the conduct of the business of issuing any 
variable life insurance contract as defined in Rule 3c-4 under 
the Investment Company Act or any interest or participation 
in a separate account issued in connection with such contract. 


The Commission was persuaded to adopt Rule 3c-4 for sever- 
al reasons, the foremost of which was the Commission’s recog. 
nition of the difficulties which would be encountered in re- 
conciling the regulatory scheme of the Investment Company 
Act to the developing pattern of state insurance regulation. 1/ 
In adopting Rule 3c-4, the Commission stated that it viewed 
as significant 


... |The active participation of the National Association of 
Insurance Commissioners [““NAIC”] in the hearing [held 
between April 10 and June 7, 1972] and the Model Vari- 
able Contrdct Law and Regulation adopted by them which 
the Commission views as the beginning of the development 
of a uniform state regulatory structure designed specifi- 
cally to meet the requirements of variable life insurance 
and the needs of variable life insurance contractholders 
beyond the disclosure which the Securities Act would 
provide. Based on the representations made in the memor- 
anda submitted by the National Association of Insurance 
Commissioners, the Commission believes that they are 
qualified to develop and administer the type of regulation 
particularly appropriate to the operation of variable life 
insurance separate accounts. 


The Commission indicated it expected that the regulatory 
protections provided by the Investment Company Act would 
only duplicate regualtions to be developed by the NAIC. 
Such regulations, the Commission believed, would provide 
material protections to purchasers substantially equivalent 
to the relevant protections that would be available under 
the Investment Company Act. Finally, the Commission 
made clear that it would 


... Monitor the development of state law in this area to 
assure its adequacy in providing these protections and, 
if in the future it appears that substantial deficiencies 
exist and are not likely to be remedied, the Commission 
will then consider whether it is necessary or appropriate 
to modify or rescind Rule 3c-4. 


Because of its concern that regulations be developed io pro- 
vide adequate investor protections which would be sub- 
stantially equivalent to relevant protections afforded by the 
Investment Company Act, and its intent that such regulations 
be adopted prior to the sale to the public of variable life in- 
surance contracts, the Commission requested comments, 2/ 
and subsequently ordered a public hearing, 3/ on proposed 
amendments to the Rules, and on the Model Variable Life 
Insurance Regulation adopted by the NAIC in December / 
1973. The Commission indicated, among other things, that 
commentators should address themselves to whether the 
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amendments should be adopted, whether the Model Regula- 
tion would provide protections substantially equivalent to 
relevant protections under the Acts, and what other regula- 
tory steps should be taken by the Commission to ensure the 
full protection of variable life insurance purchasers. 


The amendment, if adopted, would have conditioned the 
availability of the exemption afforded by Rule 3c-4 upon a 
specific determination by the Commission that applicable 
state laws and regulations provide investor protections sub- 
stantially equivalent to those provided by the Investment 
Company Act with respect to: (1) valuation of portfolio se- 
curities in a uniform manner; (2) annual reporting to con- 
tractholders of information similar in nautre to the informa- 
tion that would be provided by a registered investment com- 
pany to its shareholders through annual reports and proxy 
statements; (3) prohibitions against unauthorized or improp- 
er changes in investment policies; (4) protection against ex- 
cessive management fees, administrative fees and sale charges, 
and (5) protections similar to those afforded by Section 17 
of the Act relating to transactions with affiliates. 4/ 


The proposed amendment to Rule 202-1 would have condi- 
tioned the exemption from the Advisers Act on a Commis- 
sion determination that the laws, rules or regulations of 
each state in which variable life insurance contracts or inter- 
ests are offered provide investor protection substantially 
equivalent to relevant protections provided bv the Advisers 
Act. 5/ 


Public hearings were held from March 25 to March 28, 1974 
with respect to these matters. In addition, the Commission 
received many written comments and wishes to thank those 
persons who responded to its notice of proposed amend- 
ments to the Rules and its request for comments with respect 
to the Model Regulation. Particularly, the Commission re- 
cognizes the detailed and extremely helpful material sup- 
plied by the NAIC in response to specific questions present- 
ed by the Commission’s staff. 


Almost without exception, public response to the proposed 
amendments to the Rules was negative. Some commentators 
asserted that the amendments were inconsistent with the 
Commission’s objectives in adopting the Rules in that the 
requirement of prior approval would interfere with the de- 
velopment of insurance regulations, would be difficult, if 
not impossible, for the Commission to implement, and 
would result in extensive delay before contracts could be 
sold to the public. 


Otner commentators suggested that the amendments would 
not go far enough toward assuring that variable life insur- 
ance contractholders have protections substantially equiva- 
lent to those afforded other investment company share- 
holders. Those commentators indicated that the prior 
approval procedure wouid not take into account the fact 
that continuous administration and enforcement are indis- 
pensable components of effective regulation under the Acts, 
and that the Commission could not efficiently utilize the 
approval procedure or monitoring techniques to perform 
these functions. 


It is based on these comments and testimony as well as the 
extensive submissions made throughout the Commission’s 

consideration of the status of variable life insurance under 

the federal securities laws, that the Commission has con- 


cluded that the prior approval procedure proposed by the 
amendments would not result in uniformity of regulatory 
oversight, and that it would not result in adequate investor 
protections in the relevant areas. In addition, the Commis- 
sion has 2lso concluded that the exemptions provided by 
Rules 3c-4 and 202-1 would not assure necessary investor 
protections, including, but not limited to, prohibitions against 
excessive management fees, administrative fees and sales 
charges, controls to prevent unfair contract provisions with 
respect to redemption of contractholder interests, manage- 
ment accountability to investors and independent review of 
the operations of the separate account, prohibitions against 
breaches of fiduciary duty and private rights of action with 
respect to investor protection provisions. The Commission 
now believes that without application of the Investment Com- 
pany and Advisers Acts, variable life insurance contracthold- 
ers would not have these protections. Accordingly, the Com- 
mission has determined not to adopt the proposed amend- 
ments and, pursuant to authority granted the Commission in 
Sections 6(c) and 38(a) of the Investment Company Act and 
Sections 202(a)(11), 206A and 211(a) of the Advisers Act, 
the Commission proposes to rescind Rules 3c-4 and 202-1. 


All interested persons are invited to submit their written 

views and comments on the proposed rescission of the Rules 
to George A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549 on or before 5:30 p.m., 
March 31, 1975. All communications in this regard should 
refer to File No. 4-149, and will be available for public in- 
spection. All interested persons are also referred to Invest- 
ment Company Act Release No. 8691, (Investment Advisers 
Act Release No. 440), published this day for consideration 

of the announcement made by the Commission with respect 
to the expected regulatory pattern to be developed if and 
when the Rules are rescinded. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ See, Securities Act Release No. 5360, Securities Exchange 
Act Release No. 9972, Investment Company Act Release No. 
7644, Investment Advisers Act Release No. 359 (January 30, 
1973). 


2/ Investment Company Act Release No. 8000, Investment 
Advisers Act Release No. 391 (September 20, 1973). 


3/ Investment Company Act Release No. 8216, Investment 
Advisers Act Release No. 399 (January 31, 1974). 


4/ The Commission also invited comment on the appropri- 
ateness of including the following eleven additional areas of 
protection in the Rule, as well as any other areas that might 
be deemed relevant to purchasers of variable life insurance: 


(1) protection against unfair contract provisions with re- 
spect to redemption of contractholder interests; (2) protec- 
tions relating to insider trading with respect to portfolio se- 
curities; (3) protections against improper lending of the 
separate account’s assets to controlling persons or persons 
under common control with the separate account; (4) pro- 
hibitions against breaches of fiduciary duty involving per- 
sonal misconduct and against larceny and embezzlement; 
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(5) provision for written advisory contracts; (6) prohibitions 
against persons serving as employees of such insurance com- 
Panies in connection with the operation of the separate ac- 
count who have been convicted of certain crimes or who have 
willfully violated the federal securities laws; (7) provision for 
custodianship of cash and portfolio securities of the separate 
account and bonding of persons with access to such cash and 
securities; (8) provisions relating to the capacity of the sepa- 
rate account to invest in investment companies, insurance 
companies, broker-dealers, underwriters and investment ad- 
visers; (9) provision for independent review of the operations 
of the separate account, by a state insurance commissioner 

or otherwise, similar to that provided by directors of a regis- 
tered investment company; (10) provision for review of the 
financial statements of the separate account by independent 
certified public accountants; and (11) private rights of action 
with respect to such investor protection provisions for con- 
tractholders. 


5/ Comments were requested as to the appropriateness of 
including in Rule 202-1 five specific areas of protection: 


(1) prohibitions against persons who have committed certain 
crimes or violations of the federal securities laws from act- 
ing as investment advisers of variable life insurance separate 
accounts or as associated persons of such advisers; (2) prohi- 
bitions against the payment of unfair or inequitable advis- 
ory fees; (3) provisions for adequate recordkeeping; (4) pro- 
hibitions against fraudulent and improper conduct; and 

(5) private rights of action with respect to such investor pro- 
tection provisions for contractholders. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8691/February 27, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 440/February 27, 1975 


NOTICE OF INTENTION TO PROPOSE A RULE UNDER 
SECTION 6(e) OF THE INVESTMENT COMPANY ACT 
OF 1940 RELATING TO SEPARATE ACCOUNTS OF 
LIFE INSURANCE COMPANIES FORMED TO FUND 
CERTAIN VARIABLE LIFE INSURANCE CONTRACTS 
(File No. $7-554) 


The Securities and Exchange Commission announced today 
that it has determined to withdraw proposed amendments 
to Rule 3c-4 under the Investment Company Act of 1940 
(“Investment Company Act”) and Rule 202-1 under the In- 
vestment Advisers Act of 1940 (““Advisers Act’) (hereinafter 
referred to as the (“Rules”), 1/ and has proposed to rescind 
these Rules. 2/ 


in 1973, 3/ the Commission determined that variable life 
insurance contracts are investment companies. If and when 
the Rules are rescinded, such separate accounts, and invest- 
ment advisers to such accounts, would, in the Commission’s 
view, be required to register under the Investment Company 
Act and the Advisers Act and to comply with all sections of 
those Acts and the rules promulgated thereunder. The Com- 
mission has determined, however, to propose a rule under 
Section 6(e) of the Investment Company Act of 1940 re- 
lating to separate accounts of life insurance companies form- 
ed to fund certain variable life insurance companies. 
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A variable life insurance contract is an insurance contract in 
which the death benefit, cash surrender value and other bene- 
fits vary to reflect the investment experience of a separate 
account maintained by a life insurance company. In determin- 
ing the status of variable life insurance contracts, issuers and 
related persons, the Commission recognized that state regula- 
tion of insurance is also applicable to variable life insurance, 
that the insurance and investment company regulatory 
schemes would be difficult to reconcile, and that insurance 
regulations might be adopted which would provide protec- 
tions for purchasers of variable life insurance contracts sub- 
stantially equivalent to relevant protections afforded by the 
Investment Company and Advisers Acts, thus making dupli- 
cative the application of those Acts. The Commission now 
believes, however, that the most appropriate method for 
assuring adequate protections for purchasers of variable life 
insurance contracts would be by regulation under the Invest- 
ment Company and Advisers Acts in conjunction with state 
insurance laws and regulations. 


In recognition of the unique insurance aspects of variable 
life insurance and the extensive insurance regulatory pattern 
to which the contracts, issuers and related persons will be 
subject, the Commission contemplates that a pattern of re- 
gulation will be developed under Section 6(e) of the Act. 
The Commission therefore intends shortly to publish for 
comment, a rule under this Section which will designate the 
provisions of the Investment Company Act from which var- 
iable life insurance separate accounts will be exempt and 

the conditions upon which such exemptions will be available. 


Section 6(e) of the Investment Company Act provides that if, ? 
in connection with any rule, regulation or order under Sec- 

tion 6 exempting any investment company from any provi- 
sion of Section 7, the Commission deems it necessary or 
appropriate in the public interest or necessary for the pro- 
tection of investors that certain provisions of the Investment 
Company Act shall be applicable with respect to such com- 
pany, the provisions so specified shall apply to such com- 
pany and to other persons in their transactions and relations 
with such company, as though such company were a regis- 
tered investment company. 


Most of the public written comments and testimony re- 
ceived by the Commission with respect to variable life insur- 
ance has related to the questions of the status of the con- 
tracts, issuers and related persons under the federal securi- 
ties laws, the feasibility of amending the Rules to condition 
exemptions from the Acts on a determination by the Com- 
mission that state insurance regulation provides investor 
protections substantially equivalent to relevant protections 
afforded by the Investment Company and Advisers Acts, 
and the provisions of the Model Variable Life Insurance Re- 
gulation. The Commission believes that interested persons 
now may wish to make specific suggestions for inclusion in 
the rule to be proposed and, therefore, is offering this op- 
portunity for interested persons to address themselves to 
those provisions of the Investment Company Act and rules 
from which exemptions are necessary or appropriate. 


In particular, the possible application of two areas of the 
Investment Company Act to variable life insurance has pro- 
voked substantial comment in the past: the limitations im- 
posed by Section 27 on sales loads which may be charged 
purchasers of variable life insurance contracts, and the pro- 
visions of the Act designed to assure accountability of man- 











ile. 


tif, 


nt 


ns 


ur- 


—— 





agement to variable life contractholders. 


The Commission recognizes that application of these provi- 
sions of the Investment Company Act would necessitate cer- 
tain changes in the procedures and policies of persons pro- 
posing to issue variable life insurance contracts from those 
found in ordinary, fixed-benefit insurance. It believes, how- 
ever, that such provisions, with certain modifications to 
recognize the insurance aspects of the product and the in- 
terests of the life insurer and the state insurance commis- 
sioners in the operation and performance of the account, 
will afford variable life insurance purchasers with substantial 
protections not otherwise provided by other applicable se- 
curities or insurance law and regulation. Therefore, the Com- 
mission expects that its rule proposal under Section 6(e) will 
not grant total exemption from these important and contro- 
versial areas, but will instaed provide limited exemptions 
where necessary or appropriate to reflect the nature of the 
product, the risks assumed by the life insurer and regulatory 
activities of state insurance regulators. 


The Commission invites interested persons to provide their 
ideas and specific suggestions now, as to how the require- 
ments of the Act may be modified to recognize the unique 
qualities of variable life insurance while maintaining the 
basic investor protections afforded by the Act. The Commis- 
sion intends to consider carefully all such ideas and sugges- 
tions in its formulation of a proposed rule under Section 
6(e). 


The Commission believes that there are a number of other 
provisions of the Act, the requirements of which could be 
conditionally modified or from which conditional exemp- 
tions could be granted. In order to provide a general frame- 
work for comments in this respect, the following is a tenta- 
tive list of possible actions which the Commission will con- 
sider. it should be emphasized that the list is not intended 
to be complete or final, and that provisions may be added 
or deleted. 


1. Pursuant to the rule, a separate account established to 
fund certain variable life insurance contracts, as defined in 
the rule, would be exempt both from Section 7, which 
effectively prohibits an unregistered investment company 
from operating, and from Section 8, which provides for the 
method of registration and the content of the registration 
statement (although some notification requirement would 
be imposed), provided that the separate account is estab- 
lished and maintained in accordance with requirements, 
some of which are now found in Rule 3c-4, and that the 
account's adviser is registered as an investment adviser under 
the Advisers Act. The rule would provide that separate ac- 
counts funding variable life insurance contracts must com- 
ply with every provision of the Act as if they were regis- 
tered open-end investment companies, except for certain 
specified sections of the Act. 


2. Partial exemption may be granted from Section 9 so 
that the restrictions of that Section shall be applicable only 
to officers, directors and employees of the life insurance 
company or its affiliates who participate directly in the 
management or administration of the separate account or in 
the sale of variable life insurance contracts which are fund- 
ed by such separate account. 


3. If accountability to contractholders is to be provided 


through a board of directors then an exemption from Section 
10(b)(2) may be appropriate to allow affiliated persons of the 
principal underwriter of the variable life insurance contracts 
(ordinarily the life insurance company or an affiliate thereof) 
to comprise up to sixty per cent (60%) of the members of 

the board of directors of the separate account. 


4. The rule may also require as a condition for the exemp- 
tions granted that no change of investment policy could be 
effected if such action is objected to as endangering the sol- 
vency of an insurer by the insurance commissioner of the 
company’s state of domicile. 


5. Exemption from the provisions of Section 14(a) with re- 
spect to an account's initial capital requirement may be pro- 
vided to afford certain variable life insurance separate ac- 
counts similar exemption as that provided by Rule 14a-2 

to certain variable annuity separate accounts. 


6. Exemption from the requirements of Section 15(a) could 
be provided similar in scope to that provided for variable an- 
nuities pursuant to Rule 15a-3. Whether the exemption from 
Section 15(a) for variable life insurance is broader than that 
applicable to variable annuities will depend on the general 
determination made by the Commission as to how to imple- 
ment the accountability provisions of the Act, specifically 
those relating to voting rights. 


7. A limited exemption from the requirement of Section 
16(a) may be allowed to variable life insurance separate 
accounts to provide similar treatment to that provided by 
Rule 16a-1 for certain variable annuity separate accounts. 
Thus, persons serving as directors of a variable life insurance 
separate account would be exempt initially from the require- 
ment of Section 16(a) that such persons be eleeted by the 
policyholders at an annual meeting. Here, too, the scope of 
this exemption would depend on the eventual determination 
made with respect to voting requirements. 


8. Anarrow exemption from Section 17(d) could be grant- 
ed. Most life insurance companies currently invest some por- 
tion of their general funds in equity securities, and it is an- 
ticipated that many companies will establish a separate 
account that will qualify for exemption under a proposed 
rule. While the investment policies of the general and sepa- 
rate account may differ, there may be times when an insur- 
ance company will wish simultaneously to purchase or sell 
the same security on behalf of its general account and its 
separate account. The rule could grant exemption from 
Section 17(d) to permit contemporaneous purchases or con- 
temporaneous sales of the same class or series of securities 
of the same issuer on behalf of a separate account and the 
general account of the insurance company. 


9. The proposed rule may grant an exemption from the re- 
quirements of Section 17(f) to allow securities held in a 
variable life insurance separate account to be held in the 
custody of the life insurer. 


10. !n order to effect any changes in the accountability 
provisions of the Act determined by the Commission to be 
appropriate, it may be necessary to provide exemption from 
or modification of Section 18(i). 


11. The rule could grant exemption from the requirements 
of Section 19 in recognition of the fact that variable life 
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insurance separate accounts will not pay dividends in the 
sense in which the term is used in this Section. 


12. In recognition of the fact that variable life insurance 
contracts will be offered and sold subject to established pre- 
mium schedules and underwriting standards, and in accord- 
ance with state insurance laws, the requirements of Sections 
22(d) and (f) may not be necessary. Similarly, exemptions 
may be appropriate from the strict application of Section 
22(e). 


13. The basic limitations on sales loads found in Section 27 
of the Act and the requirement that the contracts be “‘re- 
deemable securities” as provided in Section 27(c)(1) will be 
applicable to variable life insurance. However, many of the 
terms and specified requirements found in this Section must 
be defined or modified to be made applicable to variable life 
insurance. For example, compliance with Sections 27(a)(1) 
and 27(h)(1) must be defined in terms of the maximum num- 
ber of years over which the sales load must average not more 
than 9%. Those charges which are not “sales loads” as defin- 
ed in Section 2(a)(35) and are to be treated as insurance or 
administrative charges must be clarified. !t is also probable 
that exemptions now available for variable annuities will be 
similarly proposed for variable life insurance. 


The 45-day redemption right contained in Section 27(f) may 
be modified to conform to the comparable provision in the 
Model Variable Life Insurance Regulation though explicit 
notice of this right may be required. The rule also could 
clarify the applicability of the requirements of Section 27(d) 
be defining portions of the premium which are not to be 
included for purposes of computation on the amount due 
upon redemption and the notice and reserve requirements 
of that section. 


14. The rule could provide modifications of the require- 
ments of Sections 30 and 31 pertaining to periodic and other 
reports and accounts and records, in recognition of the appli- 
cable requirements of state insurance laws and the unique 
nature of variable life insurance. 


15. The proposed rule may provide exemption from Sec- 
tion 32(a) similar to present Rule 32a-2 with respect to the 
selection of independent public accountants for the sepa- 
rate account. 


.- <¢ & 2 


All interested persons are invited to submit their written 
views and comments on the provisions of the Investment 
Company Act for which exemptions for variable life insur- 
ance separate accounts would be necessary or appropriate 
and the manner in which such exemptions should be pro- 
vided, including specific exemptive language. Comments 
should be submitted to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549 on or before 5:30 p.m., April 18, 1975. All com- 
munications in this regard should refer to File No. S7-554 
and will be available for public inspection. After consider- 
ing such comments, the Commission intends to propose a 
specific rule for further comment. 


By the Commission. 


George A. Fitzsimmons 


Secretary 
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1/ See, investment Company Act Release No. 8000, Invest- 
ment Advisers Act Release No. 391 (Sept. 20, 1973) and In- 
vestment Company Act Release No. 8216, Investment Ad- 
visers Act Release No. 399 (January 31, 1974). 


2/ Investment Company Act Release No. 8690, Investment 
Advisers Act Release No. 439, 1975). 


3/ Securities Act Release No. 5360, Securities Exchange Act 
Release No. 9972, Investment Company Act Release No. 
7644, investment Advisers Act Release No. 359 (January 30, 
1973). 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8692/February 27, 1975 


Admin. Proc. File No. 3-3928 
In the Matter of 


CHRISTIANA SECURITIES COMPANY 
Wilmington, Delaware 


E. i. DU PONT DE NEMOURS AND COMPANY 
Wilmington, Delaware 


(812-3224) 


MEMORANDUM OPINION AND ORDER DENYING RE- 
HEARING AND LEAVE TO ADDUCE ADDITIONAL 
EVIDENCE 


PRACTICE AND PROCEDURE 
Rehearing 
Petitions for rehearing, denied, because they raised 
nothing new and did not convince the Commission 
that prior result was erroneous. 
Additional Evidence — Leave to Adduce 
Application for leave to adduce additional evidence 
in support of a factual hypothesis that the Commis- 
sion had already accepted but had held irrelevant 
under governing legal standards, denied. 
APPEARANCES: 
Lewis C. Murtaugh, of Murtaugh & King, pro se. 
Richard J. Collins, Jr., pro se. 
Kenneth W. Gemmill, Stephen R. Miller, Matthew J. Broder- 
ick and Richard S. Seltzer, of Dechert, Price & Rhoads, for 
Christiana Securities Company. 
Daniel M. Gribbon, Cyril V. Smith, Jr.and Peter B. Archie, 
of Covington & Burling, for E. |. du Pont de Nemours and 
Company. 


Gerald Osheroff, for the Commission’s Division of Invest- 
ment Management Regulation. 


, 








The objecting shareholders whose contentions were rejected 
in Investment Company Act Release No. 8615 (December 
13, 1974), 5 SEC Docket 745 seek rehearing. But their peti- 
tions raise nothing of substance that is new. 1/ Nor do they 
convince us that our original decision was wrong. 


One objector also asks for leave to adduce additional evi- 
dence. That consists of: 


(A) Seven specifically identified documents that could, he 
suggests, “‘aid ... a court on review and ... help them [sic] 
visualize the factual situation and various publicized state- 
ments and the interrelationships” ; and 


(B) Unsepcified materials said to have been discovered in a 
pending shareholder’s derivative action. 


Petitioner does not contend that the identified documents 
are material. 2/ As already noted, he states only that they 
might “help” a reviewing court to “visualize the factual sit- 
uation.” But how would they do that? Petitioner doesn’t 
say. 3/ 


The unidentified evidence said to have been gathered in the 
derivative action goes to petitioner’s market impact conten- 
tions. Petitioner wants to show that the proposed merger 

will lead to massive sales of Du Pont’s common stock and 
that this “goes right to the fairness issue.”” (Emphasis his.) 

But we have already said in our opinion that: “We assume 
that the merger may engender some selling that would other- 
wise not take place. We assume further that such selling may 
at certain points in time be substantial. 4/ So petitioner wants 
to adduce additional eveidence in support of a hypothesis that 
we have already accepted on the record as it stands. No show- 
‘ing has been made that such additional evidence would 

serve any useful purpose. 


Petitioner’s argument that the projected selling “goes right 
to the fairness issue” is legal, not factual. We rejected that 
argument because we think such selling irrelevant to the 
fairness issue framed by the Investment Company Act. That 
holding does not turn on evidentiary details. It rests on our 
reading of the Act. 5/ Hence additional evidence cannot al- 
ter the result. 6/ 


We conclude that the instant application does not meet the 
test prescribed by Rule 21(d) of our Rules of Practice, 
which requires that an application for leave to adduce addi- 
tional evidence “show ... that such additional evidence is 
material and that there were reasonable grounds for failure 
to adduce such evidence ... before ... the hearing officer.” 7/ 


Accordingly, 1T IS ORDERED that the petitions for rehear- 
ing and the petition for leave to adduce additional evidence 
be, and they hereby are, in all respects denied. 


By the Commission (Chairman GARRETT and Commission- 
ers LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ That is so even though the principal petitioner received 
an unprecedently generous extension of time to enable him 
to perfect his petition. He told us that such extension was 
needed because of the complexity of the case. Agreeing that 
an extension was appropriate, we granted his request over 
the applicant companies’ strenuous objections. 


2/ They consist of three notices of annual meetings, a proxy 
statement with respect to one of those meetings, one of 
Christiana’s semiannual statements, a report by Christiana 

to use on our Form N-1R, and another company’s annual 
report. Four of these douments were available when the hear- 
ings were held. Petitioner claims to have discovered “most of 
this material” after the close of the hearings herein. But in 
view of their nature and ready accessibility it seems to us 
that petitioner would have learned of these papers earlier — 
had he been reasonably diligent. Most of the documents are 
in our public files and hence available to anyone who wants 
to look at them. 


3/ With respect to only a single document, does the peti- 
tioner state what he wants to show through it. He says in 
effect that it shows that the applicant companies are under 
common control. We have already held that this is so. Re- 
lease at p. 6, 5 SEC Docket at 752, 


4/ Release at p. 19, 5 SEC Docket at 750. 


5/ In footnote 38 to our opinion (Release at p. 14, 5 SEC 
Docket at 754) we said that “The questions presented are in 
our view essentially legal.” 


6/ Petitioner recognizes this. He says in his petition: ““Read- 
ing the opinion of the Commission leaves the impression that 
there is no fact question that could move the Commission to 
abandon the legal rulings which seem to preclude and indeed 
preempt factual issues ... there is little that can be done by 
way of evidence.” 


7/ Cf. Gross v. SEC, 418 F.2d 103, 108 (C.A. 2, 1969). 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8693/February 27, 1975 


In the Matter of 


HERMES FUND 

c/o Kevin P. Monaghan, Esq. 
1906 United States Bank Building 
San Diego, California 92101 


(811-2174) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 21, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8648) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act”), to declare by order on its own 
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motion that Hermes Fund (“Fund”) registered under the Act George A. Fitzsimmons 
as a closed-end, non-diversified management investment com- Secretary 

pany, has ceased to be an investment company as defined in 

the Act. 





The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the matter 
would be issued as of course unless a hearing should be order- 


ed. No request for a hearing has been filed and the Commis- INVESTMENT ADVISERS ACT 
sion has not ordered a hearing. 








The matter having been considered, it has been found that 

the Fund has ceased to be an investment company. Accord- INVESTMENT ADVISERS ACT OF 1940 

ingly, Release No. 438/February 26, 1975 

IT IS HEREBY ORDERED, pursuant to Section 8(f) of the See Securities Exchange Act Release No. 11267/February 


Act, that the registration of Hermes Fund under the Act 26. 1975 
shall forthwith cease to be in effect. ' é 





For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. INVESTMENT ADVISERS ACT OF 1940 


George A. Fitzsimmons Release No. 439/February 27, 1975 


= See Investment Company Act Release No. 8690/February 
27, 1975. 








INVESTMENT COMPANY ACT OF 1940 


eteats Se. SEPT eremy 27, t87S INVESTMENT ADVISERS ACT OF 1940 


In the Matter of Release No. 440/February 27, 1975 
HYPERION FUND, INC. See Investment Company Act Release No. 8691/February 
126 Barker Street 27, 1975. 


Mount Kisco, New York 10549 





(811-1867) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 





On January 23, 1975, a notice was issued (Investment Com- LITIGATION 
pany Act Release No. 8650) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (the “Act’’), to declare by order upon its ates gs 
own motion that Hyperion Fund, Inc. (“Hyperion”) has Litigation Release No. 6755/February 25, 1975 
ceased to be an investment company as defined in the Act. 

SEC v. REPUBLIC ENERGY CORP., et al. 





The notice gave interested persons an opportunity to request 

a hearing and stated that an order disposing of the applica- (N.D. Tex.) 

tion might be issued upon the basis of the information stated ma ; 
therein unless a hearing should be ordered. No request for a Robert F. Watson, Administrator of the Fort Worth Region- 


hearing has been filed and the Commission has not ordered _! Office of the Securities and Exchange Commission, to 
a hearing. day announced that Federal District Judge Robert W. Por- 


ter, at Dallas, Texas on February 20, 1975 entered Orders 


The matter has been considered and it is found that Hyper- °f Permanent Injunction against Republic Energy Corpora- 
ion has ceased to be an investment company. Accordingly, tion, E. Carter Bills, Il, David M. Dunn, Jr., a/k/a Dharman 

Dunn, a/k/a Wayne Carter, Tom R. Rogers, all of Dallas, 
IT IS ORDERED, pursuant to Section 8(f) of the Act, that © McQueen Oil & Gas, Inc. and Gene McQueen, both of Mid- 
the registration of Hyperion Fund, Inc. under the Act shall 'and, Texas, and H. Bryan Poff of Fort Worth, Texas. Judge 
forthwith cease to be in effect. Porter also entered Orders of Preliminary Injunction against 

Earth Energies, Inc., Lynn G. Secord and Larry L. Ripaldi, 
For the Commission, by the Division of Investment Manage- @!! of Dallas, Texas. 


ment Regulation, pursuant to delegated authority. 
- a — v All defendants consented to the entry of the injunctive 


orders without admitting or denying the allegations in the 
368/SEC DOCKET 





inst 
di, 





Commission’s complaint filed January 28, 1975 charging 
violations of various provisions of the federal securities laws 
in the offer and sale by Republic Energy Corporation, Earth 
Energies, Inc. and McQueen Oil & Gas, Inc., of fractional un- 
divided working interests in Texas oil and gas leases and com- 
mon stock of Republic Energy Corporation. 


Judge Porter signed the Orders of Permanent Injunction en- 
joining Bills Dunn, Poff, Rogers and Republic Energy Cor- 
poration from further violations of the registration and anti- 
fraud provisions of the federal securities laws. Additionally, 
Robers was enjoined from further violations of the broker- 
dealer registration provisions of the federal securities laws. 
McQueen Oil & Gas, Inc. and Gene McQueen were enjoined 
from further violations of the registration provisions of the 
federal securities laws. 


Also, on February 20, 1975 Judge Porter signed Orders of 
Preliminary Injunction enjoining Earth Energies, Inc., Se- 
cord and Ripaldi from further violations of the registration 
provisions and anti-fraud provisions of the federal securities 
laws. Ripaldi was also enjoined from further violations of the 
broker-dealer registration provisions of the federal securities 
laws. 


For further.information see Litigation Release No. 6705. 





Litigation Release No. 6756/February 25, 1975 


UNITED STATES OF AMERICA v. ROBERT S. TRIPPET, 
et al. 


(C.D. Calif.) 
HOME-STAKE PRODUCTION COMPANY 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, and 
William D. Keller, United States Attorney for the Central 
District of California, today jointly announced that on Feb- 
ruary 10, 1975, John T. Lenoir of Tulsa, Oklahoma, enter- 
ed a plea of guilty before Federal District Judge Jesse Curtis 
in Los Angeles, California, to two counts of a 39-count in- 
dictment involving Home-Stake Production Company, Tul- 
sa, Okiahoma. 


Lenoir, a former vice-president of Home-Stake Production 
Company, pled to two counts of the indictment, one of 
conspiracy to violate the anti-fraud provisions of the federal 
securities laws and the mail fraud statue, and one of aiding 
and assisting in the preparation of false income tax returns. 


Sentencing was deferred indefinitely pending the trial of the 
remaining defendants. 


For further information, see Litigation Release Nos. 6055, 
6071 and 6639. 





Litigation Release No. 6757/February 25, 1975 
SEC v. HIRSCHFELD BANK OF COMMERCE 


(E.D. Va., Norfolk Division, Civil Action No. 74-533-N) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on February 18, 1975, the Honorable J. Cal- 
vitt Clarke, United States District Court Judge for the East- 
ern District of Virginia, Norfolk Division, entered a Final 
Judgment permanently enjoining Hirschfeld Bank of Com- 
merce of Virginia Beach, Virginia from violations of the 
anti-fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934. 


The defendant consented to the order without admitting or 
denying the allegations of the complaint. The order enjoins 
the defendant, among other things, from making materially 
false and misleading statements and omitting to state ma- 
terial facts in connection with a purported “exclusive rights 
offer” by the defendant to shareholders of several “‘desig- 
nated companies”. 


For further information see Litigation Release No. 6614. 





Litigation Release No. 6758/February 25, 1975 
SEC v. INVESTMENT SECURITIES CORPORATION 
(E.D. Mo. No. 74-460-C) 


William D. Goldsberry, Administrator of the Chicago Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on February 20, 1975, Judge John K. Regan 
of the United States District Court for the Eastern District 
of Missouri, entered a Judgment of Permanent Injunction 
against Investment Securities Corporation, a St. Louis, 
Missouri broker-dealer firm. The defendant consented to 

the permanent injunction without admitting or denying the 
allegations of the Commission’s lawsuit. 


The Complaint, filed on July 5, 1974, alleged that the de- 
fendant had been engaged in securities transactions at a 
time when it was not in compliance with the Commission’s 
net capital rule. The Complaint also alleged that Investment 
Securities Corporation was insolvent in that it was unable 
to meet its financial obligations as they matured. 


On July 8, 1974, with the consent of the defendant, the 
court appointed Martin M. Green, a St. Louis County attor- 
ney, as trustee for the firm under the provisions of the Se- 
curities Investor Protection Act of 1970. T>< defendant is 
currently being liquidated by the trustee. 


For further information, see Litigation Release No. 6428, 
July 11, 1974. 





Litigation Release No. 6759/February 25, 1975 
UNITED STATES v. GIBBS 
(D. Colo. 75-CR-52) 


SEC DOCKET/369 











James L. Treece, United States Attorney for the District of 
Colorado, and Robert H. Davenport, Regional Administrator 
of the Denver Regional Office, announced that on February 
14, 1975, the Federal Grand Jury at Denver, Colorado, re- 
turned a four-count indictment against John K. Gibbs charg- 
ing him with criminal contempt (18 U.S.C. 401). The indict- 


ment alleges that Gibbs, doing business as Youth Hostels, Inc., 


willfully disobeyed a November 6, 1973 Order of the United 
States District Court, District of Colorado, entered in SEC v. 
Landbank Corporation, et al. (C-4642 D. Colo.) in that he 
offered, sold and delivered after sale securities, namely certi- 
ficates of interest and participations in a profit-sharing agree- 
ment and investment contracts of Youth Hostels, Inc., know- 
ing at the time that no registration statement had been filed 
with the Securities and Exchange Commission as to those 
securities, and sold those securities in violation of the anti- 
fraud provisions of the federal securities laws. It is alleged 
that the sales took place between November 29, 1973 and 
August 1, 1974, in the states of Kansas and Missouri. 


For further information see Litigation Releases numbered 
5690, 5748 and 6134. 





Litigation Release No. 6760/February 27, 1975 


SEC v. LAMB BROTHERS, INC., and CLYDE C. LAMB, 
JR. 


(U.S.D.C., Oregon, Civil Action No. 75-77) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, announ- 
ced that on February 14, 1975, the Honorable Robert C. 
Belloni, United States District Judge for Oregon, at Port- 
land, Oregon, issued an Order of Preliminary Injunction 
against Lamb Brothers, Inc., a registered broker and dealer 
in securities, and its president, Clyde C. Lamb, Jr., both of 
Portland, Oregon, from further violations of Federal securi- 
ties laws and rules of the Commission pertaining to mini- 
mum net capital and financial reporting requirements for 
brokers and dealers. 


For further information, see Litigation Release No. 





Litigation Release No. 6761/February 27, 1975 


SEC v. BRIGADOON SCOTCH DISTRIBUTORS, LTD. 
also d/b/a HIGHLAND DUNES SCOTCH INVESTORS, 
LTD., INTERNATIONAL WHISKY FUND, LTD., 
BRIGADOON-BAHAMIAN FUND MANAGEMENT CO., 
GLEN-ROYALE INVESTMENTS INC., and HIGHLAND 
SCOTCH, LTD., et al. 


(S.D.N.Y., 74 Civ. 5422) 


William D. Moran, Administrator of the New York Region- 
al Office, announced that on January 27, 1975, United 
States District Judge Morris E. Lasker of the Southern 
District of New York signed Final Judgments of Permanent 
Injunction permanently enjoining Brigadoon Scotch Dis- 
tributors, Ltd. of Great Neck, New York; Glen-Loch Factors, 
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Ltd. of Great Neck, New York; Sol R. Rauch of Bayside, 
New York; and Marvin Urban of Brooklyn, New York from 
further violations of Sections 5(a) and 5(c) of the Securities 
Act of 1933 (registration provisions), Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder (anti-fraud 
provisions) in connection with the offer and sale of invest- 
ment interests in scotch whisky and/or rare coin portfolios. 
The aforementioned defendants consented to the entry of 
the final judgments of permanent injunction without ad- 
mitting or denying the allegations contained in the Commis- 
sion’s Complaint. [SEC v. Brigadoon Scotch Distributors, Ltd, 
et al., 74 Civ. 5422 (S.D.N.Y.)]. Similar injunctions had pre- 
viously been entered against Michael Skolnick of Brooklyn, 
New York; Leon Hoskemer of Minneapolis, Minnesota; Al- 
bert Hyman of Great Neck, New York, and Joseph Handler 
of Little Neck, New York. 


in addition, the Court appointed James Schreiber of the law 
firm of Walter, Conston, Schurtman and Gumpel, P. C. of 
New York, New York, as Receiver for Brigadoon and Glen- 
Loch. The Court empowered the Receiver to, among other 
things, take possession of all assets and property of Briga- 
doon and Glen-Loch, prepare an accounting of funds receiv- 
ed or disbursed by said corporate defendants in connection 
with their offer and sale of investment interests in scotch 
whisky, determine whether any funds are available for the 
purpose of satisfying any order of disgorgement that the 
Court may order, and render assistance to customers of 
Brigadoon and Glen-Loch in the resale of their investment 
interests in scotch whisky. 


The Court denied the Commission’s motion for preliminary 
injunctions against defendants Harold Rauch, Paul Lipton 
and Alfred Cito. 


For further information, see Litigation Release No. 6640. 





Litigation Release No. 6762/February 27, 1975 
UNITED STATES v. JOHN B. O’MALLEY, JR. 
(U.S.D.C. Colo. Crim. Case No. 74-CR421) 


James L. Treece, United States Attorney for the District of 
Colorado, and Robert H. Davenport, Administrator of the 
Denver Regional Office of the Securities and Exchange Com- 
mission, jointly announced that on February 12, 1975, a 
jury in the United States District Court for the District of 
Colorado found John B. O'Malley, Jr. guilty of three counts 
of wire fraud. A member of the Commission’s staff assisted 
the U. S. Attorney’s office in the prosecution of O'Malley. 


O’Malley was charged with using interstate wires to effect a 
fraudulent scheme and with making fraudulent representa- 
tions concerning, among other things, the precious metal 
content of metal bars, his ability to produce platinum from 
the bars and the existence of a secret process for the extrac- 
tion of precious metals from such bars. Thomas K. Hudson 
was also named as a defendant in the above indictment, how 
ever, Hudson’‘s trial was severed from O’Malley’s. Hudson's 
trial date has not been set. 


Two other indictments returned by the Federal Grand Jury 





it 


rom 


jury 





sitting in Denver, Colorado naming O’Malley as the defen- 
dant, also have not yet been set for trial. These indictments 
charge O'Malley with securities fraud, wire fraud, and inter- 
state transportation of fraudulently obtained monies. The 
indictments allege that a scheme and artifice to defraud was 
employed by O’Malley and that O’Malley made fraudulent re- 
presentations concerning, among others, the value of metal 
bars used by O’Malley to collateralize notes issued directly 

or indirectly by him. 


For further information see Litigation Release No. 6562. 





Litigation Release No. 6763/February 27, 1975 
UNITED STATES v. MARTIN D. NASS 
(M.D. Fla. Crim. No. 74-218-Orl-Cr-Y) 


John L. Briggs, U. S. Attorney for the Middle District of 
Florida; Jule B. Greene, Regional Administrator of the At- 
lanta Regional Office; and Michael J. Stewart, Associate Re- 
gional Administrator, Miami Branch Office of the Securities 
and Exchange Commission, announced that on February 18, 
1975, Martin D. Nass of Daytona Beach, Florida, was sen- 
tenced to two years imprisonment and three years proba- 
tion. On January 14, 1975, Nass had pleaded guilty to one 
count of securities fraud and one count of interstate trans- 
portation of a fraudulently obtained bank draft. 


The defendant, formerly vice president and office manager 
of Thomson & McKinnon, Auchincloss, Kohimeyer, Inc.'s 
Daytona Beach, Florida, branch office, was charged with 
removing funds from customer accounts, and selling non- 
existent bonds and certificates of deposit to customers of 
Thomson & McKinnon, Auchincloss, Kohimeyer and con- 
verting the proceeds to his own use and benefit. 





Litigation Release No. 6764/February 28, 1975 
SEC v. CARIB INVESTMENTS, INC., et al. 
(U.S.D.C., D.C., Civil Action No. 75-0198) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on February 21, 1975, the Honorable Gerhard 
A. Gesell, United States District Court Judge for the District 
of Columbia, entered a Final Judgment of permanent injunc- 
tion against William S. Tyson (Tyson) of Washington, D. C., 
a named defendant in the above-captioned civil action. 


The defendant appeared in open court and advised the court 
that he consented to the filing of a Final Judgment of perma- 
nent injunction against him. Subsequently, the order was 
entered enjoining Tyson from violations of the registration 
provisions of the Securities Act of 1933 and the anti-fraud 
provisions of the Securities Act of 1933 and the Securities 
Exchange Act of 1934 in connection with the offer and sale 
of securities, namely investment contracts, certificates of 
interest or participation in profit sharing agreements and in- 
struments commonly known as securities in the form of 
interests in 28 limited and general partnerships in which Carib 


Investments, Inc. and others served as general or managing 
partner, or any securities of any other issuer. 


For further information see Litigation Release No. 6740. 





Litigation Release No. 6765/February 28, 1975 
SEC v. HERSHBERGER ENTERPRISES, INC. 
(District of Kansas) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, and 
Jack H. Bookey, Administrator of the Seattle Regional Office 
of the Securities and Exchange Commission, announced the 
filing on Febreuary 25, 1975 of a civil injunctive action in 
Federal District Court at Wichita, Kansas against Hershberger 
Enterprises, Inc., formerly Hershberger Explorations, Inc., 
and James W. Hershberger, both of Wichita, Loren E. Lake 

of Goddard, Kansas, and Cosse International Securities, Inc. 
and Charles B. Cosse, both of Seattle, Washington, 


The complaint alleged that Hershberger Enterprises, Inc., 
Hershberger, Lake, Cosse International Securities, Inc. and 
Cosse violated the securities registration provisions of the 
federal securities laws and that all of the defendants except 
Lake violated the anti-fraud provisions of the federal securi- 
ties laws in connection with the offer and sale of fractional 
undivided working interests in Kansas oil and gas leases 
issued by Hershberger Enterprises, Inc. 


According to the complaint, Hershberger Enterprises, Inc., 
Hershberger, Lake, Cosse International Securities, Inc. and 
Cosse failed to comply with numerous provisions under the 
Regulation B exemption from registration under the Securi- 
ties Act of 1933. The complaint alleged that Hershberger En- 
terprises, Inc., Hershberger, Cosse International Securities, 
Inc. and Cosse violated the anti-fraud provisions in that, 
among other things, 1) they sold fractional undivided work- 
ing interests in oil and gas leases through undisclosed guaran- 
tees made to selected investors; 2) they made false representa- 
tions concerning the financial condition of Hershberger En- 
terprises, Inc. at times when the company was insolvent; 3) 
Hershberger Enterprises, Inc.’s ability to make profits for 
investors; and 4) the extent to which Hershberger Enter- 
prises, Inc. would share in the costs and revenues of the drill- 
ing ventures in which interests were being sold. 


Cosse is president of Cosse International Securities, Inc., a 
broker-dealer registered with the Commission. Hershberger 
Enterprises, Inc. filed a voluntary petition in bankruptcy in 
Federai Court at Wichita on November 15, 1974. 
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TRUST INDENTURE ACT OF 1939 
Release No. 383/February 28, 1975 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act of 1939 (the “‘Act”’) 
on application of Panhandle Eastern Pipe Line Company 
(the “Trust’”’) that the trusteeship of Chemical Bank of 
New York under three indentures of the Trust is not so 
likely to involve a material conflict of interest as to make 
it necessary to disqualify Chemical Bank of New York 
from acting as trustee. 


SECO DOCUNOOND 616980 

DOCUMENTS DEPT 

KANSAS STATE UNIV LIBRARY 

MANHATTAN KS 66506 ¥ 
| 





FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, 
U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON, D. C. 20402 
SUBSCRIPTION PRICE: $43.70A YEAR: 
$10.95 ADDITIONAL FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET 
(JANUARY 1, 1974) 














